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Recruit affair returns

to haunt ruling party
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World News

Indian polls

marred by

widespread

violence
THE FIRST day ofpolling in
India’s general election was
marked by. widespread vU>
lence, with both the ruling
Congress and the opposition
Janata pal accusing each other
of attempting to rig tbe results.
At least 32 people were killed

in Andhra Pradesh, Haryana
and elsewhere, jnrfrwHwg VaXLa-
bhbhai Patel, Tfa«wh Minister
of the western state of GitfaraL
Page 4

Bush ‘sent troops*
President Bush said he had
sent a special US military
counterterrorist farce to El
Salvador to help the hotel

siege in which US soldiers
were trapped.The stand-off
was defiosed without their
intervention. Page S

Pretoria accused
Allegations by a death-row
prisoner that anti-apartheid
activists have been MQed by
SouthAfrican pohce death
squads throughout the 1980s
have been corroborated inan
Investigation by the South
African firnmril pf QfflrrhwB ,

PlgD4

Gerasimov ousted
Anatoly Gerasimov was
squeezed out of his job as Com-
munist Party chief ofLento-
grad, where the party,was
embarrassed In multi-candi-
date elections eariiettbis year.

Pages

EC railways
The first tentative moves to
challenge the EC’s deeply
embedded national railway
monopolies were announced
in Strasbourg by the Transport
Pnmmiwrirgw pggg It

Kiev summit .

Soviet President MikhaH Grab-
achev will have brief talks . .

with French President Fran-
cois Mitterrand on December
6 in Kiev. Page 3

Rebels told to move
Pakistani authorities tnld

Afghan rebel groups to move
arms dumps out of populated
areas of north-west Pakistan
where a huge explosion tilled

up to 40 people last week.

Soviet pbneemhes
A Soviet passenger aircraft

crashed In bad weather in
West Siberia tilling 84 people,

the officialnews agency Tass
reported.

AIDS In Africa
Nearly 80,000 infants infected
with HIV, the virus that causes
AIDS, were born in sub-Saha-
ran Africa between 1380 and
1967. according, to a new
report Page 4

Reserve currency
Asia and Oceania are moving
towards the formation of a
“horizontal* trading region
In the 1990s and the yen win
emerge as a reserve currency
according to Yoshto Suzuki,
former executive director cf
the Bank of Japan. Page 4

Presidents called
Nicaragua is to convene an
urgent meeting of the five Cen-
tral American presidents fol-

lowing the collapse of Wlateral

talks with the US-backed Con-
tras in Washington- Page 8

Discovery ready
The US space shuttle Discov-
ery was on schedule for liftoff

on Wednesday night, tbe first

nighttime shuttle launch in

four years, despite a twrwiay
delay last wed: fl™ to a techni-

cal problem.

MARKETS

Business Summary

Bush House
in London to

be bought

by Japanese
BUSH House, home oftbe BBC
World Service, is to be sold
for about £130m (5203m) next
month to Kato Kdgaku. Japa-
nese chemical company.
The deal emphasises the
growing diversification of Jap-
anese property investment tmd
takes place against the back-
ground of growing criticism
of Japanese property purchases
in the US. Page 19

GOLD prices continued their

advance on the iVmHnrt bullion
market, dosing $4 ahead at

S40&25 an ounce after touching
$410 earlier in the day. Com-
modities, Page 32

QoW price

$ per troy ounce (London)
410

Lebanon’s President and 23 others killed by bomb
By Lara Marlowe in West Beirut

BRITISH & Commonwealth,
UK Financial services group,
shook up its management team
after share prices fell to a sev-
en-year low. Page 19

AEROSPATIALE, French
state-owned aerospace com-
pany and Alcatel. Europe’s
leading telecomnrimlrations
group, plan to merge their sat
eQite businesses to form the
world’s second-largest «fltonffa»

maker, behind Hughes ofthe
US. Page 19

CAIRNS Group: ministers from
the Cairns Groiqi ofagricul-
tural exporting nations agreed
a proposal for form trade Uber-
anBatum that would allow

'

developing*countries rights
to protect farmers from foreign
competition. Page 18

TIME Warner, wtfwiaiwmMit
and publishing group, said it

would seR its Scott, Foresman
publishing subsidiary for
5455m to an affiliate of Harper
& Row, Hie US pahHsherwhich
is part of Mr Rupert Murdoch’s
News International empire.
Page 21 -

GENERAL Motorswas
reported to be considering cut-
ting its white collar workforce
in the latest sign of intensify-

ing competition in theUS car
industry. Page 21

JORDAN Sandman Futures
defaulted suddenly, sending
New Zealand financial markets
into turmoil forcing the
Reserve Bank to intervene by
offering extra government
stock. Page 21

CoCom: European defence and
foreign ministers wilL next
month debate whether to end
curbs ontechnology sales to
communist countries as set

by the Coordinating Commit-
tee for Multilateral Export
Controls. Page 18

JAPAN’S newcentral hank
governor is to be YasusM
IQeno, replacing SateaW Snm-
ita when he retires in Decem-
ber. Page 4

ORKKM, recently revived
French state-owned chemicals
group, is to be split up and
taken over by the oil compa-
ntes, TotalGFP and ElfAqui-
taine, iiTwinr a gnvnrnmflnt
restructuring plan. Page 20

MEEBIIX Lynch, lwgiifft US
securities house, began
restructuring Its business and
laying off employees amid
overcapacity to the brokerage
industry. Page 21

ELECTROLUX of Sweden,
world’s leading white goods
miwinfapiiiwr

, 8atd third-qUHT-
ter profits fell 13 per cent to

SKr668mCfr03m) because of
reduced demand for its prod-
ucts-Page 20

New York luneMBK
$1.5655
London:
$1,565 (1.5865)

DM2A325 (2.85)
FFr9.655 (9.707S)

SFriL52 (SL535)

Y224.75 (225.25)

£ index 87.1 (87.2)

New York: Comex Dec
$411.6(404.4)
London:
S40R25 (404^5)

HSSAOfi. (Argus)
Brent 15-da/ Jan
$16,575 (-0.05)

Chfctf price changes
yesterday: Page 19

DOLLAR
New Yorit hincMme:
OM1A1225
FFr6.16
SFrl.6115
Y143335
London:
DM1.81 (1-82)

FFr8.17 (6.1975)

SFr18105 (1-6175)

Y143.65 (143.75)

$ index 69.6 (same)

Tokyo CIOWKY143.88

US LUNCHTIME :

RATES
Fed Funds 85%
3hho Treasury sab:
yield: 7.83%
Long Bond:

yield: 798%

STOCK UUMCBS
FT-SE10&
2,18£3(+7.2)
FTOfdbarr
1.7344 (+2£1
FT-A All-Share:

1.101J9 (+R2)
New York hmsMtne:
DJ Ind. Av.
-2,645.80 (+6.61)
S&PGomp
34087 (+1.28)

Tokyo: Nikkei

36266.92 (
+ 227.06)

LOUDON HOMEY
3-wonft toOeittwfc
dosing 15h% (151s)

U0b long gflt future:

Dec sog (90 (i)

THE newly-elected Lebanese
President, Mr Rene Moawad,
was killed by a massive bomb
yesterday which exploded next

to the motorcade taking him
home from Independence Day
celebrations to West Beirut
The assassination of the

President, who had been in

office only 17 days, destroyed
months of painstaking work by
the Arab League to restore
Lebanon’s political

and could plunge the country

back into renewed civil war.
About 5501b of explosives.

planted In a roadside shop,
were detonated - probably by
remote control - as President
Moawad; Dr Selim el Boss, his

Prime Minister; arid Mr Hus-
sein al-Hussemi, Speaker of the

Parliament, drove through the

West Beirut quarter of Bustros

in a 10-car motorcade.

The President was killed
fnwhiTitiy hut Mr P1”1 and Mr
Husselni were unharmed. The
Prime Minister, visibly shaken,
read the announcement
of President Moawad’s death
on Lebanese television three

hours later.

Dr Hoss said the President's
death was “a national disas-
ter.’*

Ten of the 23 people killed by
the explosion were the .Presi-
dent's bodyguards. At least 36
others were wounded when the
bomb went off in the residen-

tial street 150 yards from Mr
Hoss’s home.
Moslems in West Beirut,

along with Syria and Algeria,
Immediately pointed the finger
at General Michel Amin, the
Christian leader, or “subver-

sive elements" loyal to him, for

having ordained the aasassina-

tion. Last night, Gen Aoun
described the killing as an
“ugly crime.

"

Only minutes before the
President's death, foreign dip-

lomats stationed in Bei-

rut — iwfJiMting Mr Allan Ram-
say, the British ambassador
- bad paid their Independence
day respects to Mr Moawad.
T-atw yesterday, the same diplo-

mats filed past his remains
near where the morning’s cere-

monies bad talon plflCB.

Czech leader under
pressure to resign
By Leslie Cotttt in Prague

MR MILOS JAKES, the
hard-line Czechoslovak leader,

was last night feeing a serious
challenge to his leadership
after Prague was again
engulfed to a demonstration by
250,000 people, demanding his
resignation.

The now daily demonstra-
tion in Wenceslas Square, In
file heart Of the capital, comes
amid growing indications of
opposition to his leadership
from within the Communist
Party.

A Party spokesman said a
special Central Committee
meeting would be held on Fri-

day to disenm the response to
the demonstrations and the

for a general from
the opposition group. Civic
Forum. The emergency meet-
ing fwniii i^widp whether Mr
Jakes has a political foture.

One senior Party official said
situation was so fiwiil that

Mr Jakes could be forced to
resign in “hours, days, or at
the latest, weeks.” He said Mr
Ladislav Adamec. reform-

minded Prime Minister who
held talks with the opposition
this week would be Mr Jakes’
likely successor.

However Mr Venek Sffliani,

a former secretary of the Cen-
tral Committee and deputy to

Mr Alexander Dubcek, the
reformist leader in 1968,
accused Mr Adamec of being
only “half-hearted” about
reforms.
Mr Dubcek, the architect of

the 1968 “Prague Spring”
reforms, yesterday made his
first intervention in the cur-
rent wave of protest by
itemaTiding- the resignation of
the country's current leader-
ship. He said he hoped to move
back to Prague from his home
in Bratislava to meet the lead-

ers of the country's opposition
TDflVRTTIPnt-

But Mr Dubcek, despite his

popularity, would find it diffi-

cult again to bead a Commu-
nist Party which, to the past 21
years, has lost virtually all

credibility to the population,
and now among its own mem-
bers.

Deanopstrefors in Wenceslas
Square last night carried hun-
dreds «f hamm-g eaTHng far the

leadership to resign or
demanding a general strike if it

does not. Free elections and
the release of political prison-
ers are among the many
itamandq.

Cars and trucks driving past
the boisterous crowd at the
head of Wenceslas Square — an
elongated boulevard more than
item long — sounded their

horns in support. Underground
trains arriving at the square
disgorged hundreds of fresh
protesters every few minutes.
The police were nowhere to be
seen.
In a remarkable outbreak of

independence, a television
newscaster interrupted Tues-
day’s evening news to say that
employees of state television
and CTK, the official news
agency, protested against
police suppression of a student
demonstration last Friday
which triggered the subse-
quent protest on Wenceslas
Square.
Their declaration echoed a

gfanflar occasion in 1968 when
state television and CTK were
among the first to back Mr
Dubcek’s reforms.
Although the opposition is

,
gathering more supporters

' many workers were still reluc-
tant to join the demontratore.
Mr Daniel Mtlnnich, a stu-

dent at Prague University, led
a student delegation to the
giant CKD factory to ask tbe
workers to join them. Tbe
plant director, however,
refused to allow the students
in. Official trade union repre-
sentatives. said dismissively
that workers did not want Pol-
ish and Soviet-type ^anarchy.”
Time runs out, nge 3

v Adamec: —
leader,’ and Alexander
(below): moving to Prague

East Germans step nearer power-sharing
By David Marsh in Bonn and Lucy Kellaway in Strasbourg

EAST GERMANY'S embattled
Communist Party yesterday
took the first steps towards
pnaaihla gawnfrm prttror-gHgrteg

by proposing “round table” dis-

cussions on political reforms
with Opposition groups.
In a bid to disarm street pro-

tests which have continued
this week in spite cf tbe open-
ing of East Germany’s borders,
the ruling Politburo said it
favoured talks between the

established parties and “other
political forces” to file country.
The proposal was welcomed
last night by East German
opposition movements.
Pressure for reform on East

Germany's leadership from
outside file country taterndfled

when Chancellor Helmut Kohl
of West Germany again called
for self-determination for the
people of the GDR . Chancellor
Kohl also reiterated his prefer-

ence for the re-unification of
Germany, a move being firmly
resisted by East Germany and
the Soviet Union.
In a speech to the European

Parliament during a debate mi
Eastern Europe, Mr Kohl raid:

“The people of East Germany
must be able to decide their
own fete. It is a question of
German unity and reunifica-
tion. The Federal government
sticks to its objective to have a

free and TTfiffted Germany and
a unified Europe. The West
German constitution compels
us to work for both,” he said.

The “round table” discus-
sions would focus on a new
electoral law, including the
registration of new political

parties, as well as on changing

Continued on Page 18
Wind of realism; East German
mark struggles. Page 2

Mr Husseini was holding
urgent consultations with
other leaders in West Beirut
last night in an attempt to find
a successor.
The assassination leaves

Lebanon once again without a
head of state or a government
Gen Aoun claims that his
three-man military govern-
ment constitutes the only legal
power in Lebanon but his

Continued on Page 18

Murder ends slender prospects
for peace. Page 4

Bush may
propose
big cuts in

US forces
By Lionel Barber
In Washington

PRESIDENT George Bush is

considering deep cuts to US
forces overseas, a response to
the decline in International
tensions and pressure on the
US defence budget.

The cats, which would be
made only in consultation
with allies to Europe and Asia,
would go well beyond those
contemplated in the Nato-War-
saw Pact conventional arms
talks in Vienna.
However, Mr Bush said in

an interview this week with
file Financial Times and other
foreign newspapers: “We’re
certainly not going to take any
unilateral action. We do what
we do with the Allies.”

sitting in front of a roaring
fire In the Oval Office, Mr
Bush appeared excited at the
prospect of his meeting in the
Mediterranean next week with
Soviet President Mikhail Gorb-
achev bat remains stung by
charges that he Is responding
timidly to Soviet bloc reform.

“I discount that by about 99
per cent as pure got American
politics,” he said, his voice ris-

ing with emotion. “Some have
wanted me to jump on top of
the Berito WaH. Well, I have
never heard such a stupid
idea. I mean, what good would
it do for an American presi-

dent to be posturing while
Germans are flowing back and
forth by the million.”
Throughout, Mr Bush con-

veyed his sense of awe at the
pace of change in Eastern
Europe, as veQ as the respon-
sibility of the US to avoid any
“flamboyant actions" which
could reverse tbe reform pro-
cess. “We don't need to be out
there wiirro-m«iM»|yfw|» the

Continued on Page 18

Bush shows competitive streak
ahead of summit. Page 8; Edi-
torial comment. Page 16

TI wins
Japanese
chip patent

after 29
year wait
By Ian Rodger in Tokyo,
Louise Kehoe In San
Fransisco and Rod Oram

TEXAS Instruments, the
largest US merchant semicon-
ductor manufacturer, has
finally been granted a Japa-
nese patent that acknowledges
its invention of the semicon-
ductor chip or integrated cir-

cuit.

The company has waited
nearly 30 years for the patent,
which covers technology used
to “virtually all of the inte-

grated circuits made to Japan,”
Texas said yesterday.
Japan has been notoriously

slow in granting patents to the
US semiconductor industry,
and the decision may signal an
important liberalisation in
patent policies. It is also likely

to lead to a significant flow of
patent revenues from Japan for

TL
TVs stock price jumped on

the news, sparred by analysts’

rough forecasts of a big wind-
fall for the company. By early

afternoon it had risen $4% to
$36Vi on heavy volume.
The company declined to

speculate on the financial
impact and analysts said there
were too many questions for

them to make accurate esti-

mates.
Texas already has patent

cross-licensing agreements
with most Japanese chip mak-
ers. Several of the agreements,
which are negotiated on a five-

year basis, run out towards the
end of next year.
When the agreements are

renegotiated, the US company
is likely to claim that the value
of its portfolio of patents has
been substantially Increased
by the addition of the patent
TI may then seek either
increased royalty payments or
additional technology rights
from the Japanese chip mak-
ers.

A broad consensus estimate
of the patent revenues began
to form yesterday around a
range of $200m to $40&n a year.

The company reported net
profits of $366m, or $4.05 a
share, last year with analysts
forecasting around $3.30 a
share this year. Mr Thomas
Kurlak of Merrill Lynch said
royalty payments were likely
to add about $250 a year by
1992.

TI first applied, unsuccess-
fully, to February i960 for Jap-
anese recognition of the Kilby
patents, named after Mr Jack
Kilby, the TI engineer who co-
invented the semiconductor
chip. The company reapplied in
1971 with equal lack of success.

Hanson lifts cash raised from
Gold Fields assets to £1.06bn
by Nikki Taft in London and Chris SherweK in Sydney

HANSON, the British
conglomerate winch tot* over
Consolidated Gold Fields last

summer for £35bn in the UK’s
-biggest completed takeover
bid. yesterday announced two
major steps in the sale of Gold
Fields’ assets.
Hanson said it had readied

agreement with GSR, the Aus-
tralian building products and
sugar group, for the sale of
four companies within ARC
America, the aggregates and
construction products busi-
ness.
This will raise $650m to cash,

and CSR will also take on
around $som of debt.
Hanson also confirmed the

sale of a portfolio of South
African gold mining shares
owned by Gold Fields. This
inf;Tnd«g its remaining eight
per cent stake to Gold Fields of
South Africa (GFSA). The pro-
ceeds from this sals are put at
around £240m ($377m).
These disposals brings the

total raised by Hanson from
Gold Fields’ asset sales to
around £L06bn.

'

ft has already sold the bulk
of Gold Fields’ stake in
GFSA -a 30 per cent interest

-

to the South African Rem-
htandt grfwp wul >*d

l
In

-turn jointly owned by GFSA
and Driefoutem fVmwUrlflfpd

This raised £368m. There have
been two other vary small dis-
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Australians fear that Bob Hawke
may be losing his touch

For the first time In
almost seven years,
Australians are seri-
ously contemplating
the possibility that
Prime Minister Bob
Hawke will lose power
at the next general
election. A stream of
"quick fix” decisions
upset voters.
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sales of $385m. Their net asset
value is put at $363m.
The timing of CSR’s

announcement of its major US
acquisition coincided with the
release of results showing a
continuation of its recent prof-
its growth.
The deal, subject to regula-

tory approvals, is expected to
be completed by mid-January.
The purchase will “dramatic-

ally strengthen CSR's role to
the US construction materials
industry,” Mr Ian Burgess,
managing director, said yester-
day.
CSR became a significant

force to the south-east of the
US last year when it bought
Rlnker Materials Corporation
to Florida for $515m and com-
btoed It with its 1987 acquisi-
tions of Southern Aggregates,
Krome Aggregates and Mack
Industries.

Yesterday’s deal, once com-
pleted. will give CSR 48 quar-
ries in six states and 40 con-
crete pipe and products pbmt*
hi 20 states.

Lex, Page 18

Brussels: EC and Etta to discuss economic
zone next year ?

Juliauneslwnp Cabinet cold-shoulders private
synfuels projects -

, 4
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Superb motorway finks

# m
Mr Martin Taylor, Hanson’s

deputy chairman, played down
any suggestion that the sale of
the four ARC America compa-
nies-which comprise virtually
all at ABC’s operations in the
US -implied that tbe UK arm of
ARC ntight also be lined up for
disposal.
"Ton shouldn’t be persuaded

of any connection,” be said,

pointing to the greater scale
and market significance of the
UK operations.
The four companies being

sold are American Aggregates,
Associated Sand ft Gravel,
aggregates producer WMK, and
Hydro Conduit, a conduit pipe
maker.
to the year to end-Jime, they

made pre-tax profits of $47to on

Fast rail service

Heathrow is only 2 hours away

Investment in Gwent is atan
all time high, industryand
commerce are meeting the

challenges ofthe 90's and Gwent
is set foran exciting and
prosperous future. Everything

you need to run a successful

business is here. A strategic

location on the AA4 corridor with

excellentcommunications
throughoutthe UK and Europe.

A highly skilled workforce, low
overheads and financial

assistance.

Set amidst some of Europe's
most beautiful countryside

Gwent offers more than just

unrivalled business

opportunities. You’ll find a
quality of life that’s hard to beat,

with an ample supply of
affordable housing and excellent

educational, sport and leisure

facilities.

Gwent’s professional

industrial DevelopmentTeam are

ready to provide you with a free

and confidential consultancy

service. Ring us on 0633-
832777 or write to Gordon

Probert, County Planning

Officer, Gwent County Council,

County Hall, Cwmbran, Gwent,
NP44 2XF.
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EC and Efta to

discuss economic

zone next year
By David Buchan in Brussels

FAR-REACHING negotiations

for a common economic zone

between the European Commu-
nity and the six states of the

European Free Trade Associa-

tion (Efta) can start next year,

the European Commission yes-

tezday told EC governments.
The Commission’s conclu-

sion, after several months of

talks with Efta officials,

appears to make it pretty cer-

tain that foreign ministers of

the IS European countries win
give the green light to negotia-

tions when they meet here on
December 19.

Mr Frans Andriessen, the
external affairs commissioner,

forecast that the difficult nego-

tiations to extend to Efta the

Community’ single market
benefits of bee movement of

goods, services, capital and
people, without jeopardising

the autonomy of EC decision-

making, could take up to a
year.
The EC aim, Mr Andriessen

said, would be to give Efta a
say in the shaping, but sat in

the final tairrng
,
of ftrture Com-

munity decisions. In a formal

communication to EC govern-

ments, the Commission makes
dear that Efta countries would
have to accept existing EC
rules, and In the areas of open-

ing up their public sector mar-
kets and competition regula-

tions Efta should follow the
Community model. The cre-

ation of a new joint EC-Efta
court, or occasional sitting o

f

Efta-nominated judges on the

bench of the European Court of

Justice, would be needed to

adjudicate on disputes arising

oat of any new EC-Efta treaty.

The new European economic

zone could not be exclusive for

all time to the 18 EC and Efta

states, Mr Andriessen said,

referring to the current sweep-
ing in Eastern Europe.

"One can never exclude the
possibility that in the reform
process now going in these
countries that they might be
able to fulfil the necessary con-

ditions,*’ to join an EC-E&a
zone, he said.

Mr Andriessen praised the
Efta six for speaking with one
voice and noted their commit-
ment to strengthening their
internal decision-making and
to collective negotiations. If

negotiations succeeded, he
suggested that individual Efta
states would be less tempted to

apply for foil membership, as
Austria - one of the efta six -

has already done.
Efta ministers would not be

.

able to take part in formal EC
council meetings, since "only

fuE eg members have foil EC
rights', he said. Bat a joint

EC-Efta council might be set

up to discuss foreign policy co-

ordination, though it would
not have the right to take bind-

ing decisions.

‘Common passport9 bank
directive wins approval
By Lucy Koliaway in Strasbourg

THE SECOND banking
directive cleared its final hur-

dle yesterday, as the European
Parliament passed the draft
agreed by member states in
June.
Parliament's approval on

thin significant piece of single-

market legislation will come as
a relief to Sir Leon Brittan, the
Commissioner responsible for
the financial sector.

If the directive had been
voted down, it could only have
been subsequently adopted by
member states an a unanimous

vote. The legislation, which
lays down the rules for the cre-

ation of a single market in
banking surpluses, is being
used as a model for legislation
firing prepared to cover insur-

ance and financial services.

Under the directive’s terms,
qualifying hanks will be issued
a common passport that will

allow them to operate in any
member state.

They will continue to be reg-

ulated by the supervisory
authorities in their home coun-
tries-

Kohl backs
Mitterrand

in support

for union
By Lucy Kellaway in

Strasbourg

MR HELMUT KOHL, the West
German Chancellor, yesterday

put his weight firmly behind
the French Government in
calling for further progress
toward the political, economic
and monetary union of
Europe.
Mr Kohl was speaking to the

European Parliament during a
debate os Eastern Europe. The
West German Chancellor's
words added to the warning
given yesterday by Mr Fran-
cois Mitterrand, the French
President, to all member states

to agree on economic and mon-
etary union at next mouth’s
Strasbourg summit
Contained in the speeches of

both leaders was a warning to
€K Prime Minister Margaret
Thatcher not to slow down the
process of European unity.
Mrs Thatcher is fiercely

opposed to plans for speedy
monetary union involving a
common currency and a feder-

alised central banking system.
She also plans to reject a

Social Charter setting out fun-
damental rights for workers.
Mr Mitterrand said toe Com-

munity^ ability to help East-
ern Europe was dependent an
its rapid acceptance of eco-
nomic «nd monetary union.
“Nothing will happen if we

cannot agree an toe faitwnai
mnrhM

i according to the paffp

agreed upon,” he said.
France, which currently

holds the rotating EC presi-
dency, wants the EC summit
to convene a conference next
autumn for a new treaty on
monetary
It is also adamant that at

least 11 EC leaden should
adopt the Social Charter even
if tlife mmmi ititriihy Rrllrin -

• European Commission
!

President Jacques Delon has
urged Bonn not to block an
agreement to vet big company
mergers that are changing flw
face of business in toe Euro-
pean Community, commission
sources said yesterday.
They said Defors wrote to

West German Chancellor Hel-
mut Kohl this week and
requesting that he soften toe
demands ftat are threatening
to torpedo long-rnnnlngJSC
efforts to agree rules an msg*

FT writers assess the immediate future of East Germany’s economy and currency

Wind of realism blows through the Wall

T HE breaching of the Berlin Wall,
by dampening temporarily the
flood of fugitives to toe West,

may have given East Germany’s Social-
ist (Communist) Unity Party (SED)
leadership a short psychological breath-
ing space. .

The Government appears however to
have been caught unawares by the eco-
nomic falkrat of the move. Far from
lowering pressure on the regime of Mr
Egon Krenz, signs are growing that
these economic consequences may in
fact worsen its chances of survival -
and could considerably speed up pros-
pects for unity between file two Ger-
man riyrtftW-

The opening of the borders for travel
to the West has allowed out a torrent of
unconvertible East German marks.

It has also brought in a dose of
Tntcornfarfaifite mutism about the par-
lous predicament of toe East German
economy.
Ordinary East Germans who had pre-

viously half-believed government propa-
ganda about Socialist economic success
nave been given, a severe jolt. As Prof
Wolfgang Mattheuer, a well known dis-

sident artist from Leipzig, pot it last

week “People find out what has actor

ally been happening to them. They go
abroad - and they find they have noth-

mg.”
The shock has been gmmnad up by

Der Morgen, the newspaper of the Ub-
eral-Democratie Party, up to now aS’lant coalition partner of toe SED,

is now taking a more indepen-
dent line. “The German Democratic
Republic is in a deep crisis. Our econ-

omy is in a desolate state,” It pro-
claimed in a special edition at toe week-
end.
The new government under Mr Hans

Blodrow, the Prime Minister, meets
today to discuss controls to dampen
heavy selling of mai-fca. At exchange
booths in the West, the East German
currency fen to only 5 West Gennan
pfennigs at toe end of lest week.
Buying of marks by East German citi-

zens importing cadi for spending back
at home drove the rate up again
slightly at the beginning a! this week.
But Mr Modrow's discomfort over the

sharp fluctuations well illustrate the
limits to attempts to bring in a more
‘‘market-orientated” Tflanripri economy.
Ms Christa Loft, the new Economy

Minister brought into try to decentral-

fop
-

ft*** rigid planning structure built up
over four decades, speaks of the need to

bring in Western expertise and finance.

But she declares that this will not

involve any departure from socialist

principles.

One East Beriin monetary official

fids week, pointing to toe need
for customs checks of people-

departing through toe greatly-increased

number of border crossings, said that

toe Wall sbralfl remain — as an instru-

ment of exchange control. “In. spite of

all the opening, the Wall cannot be
demoBahed,” he firmly. He added

there were no “quick fixes” to cur-

rency convertibility, which would take

10 to 15 rears.
The collapse In toe value c£ toe mark

arivMWft East Germany to a aeries of
»t- * -A-.

tnreatH- _
Foreigners as well as its own citizens

with agrMH to hard currencies can buy
up cheap stocks of marks with which to
purchase subsidised goods in East Ger-

man simps. The division of society into

those with, access to D-Marks and those
without seems certain to increase -

providing fertile ground for social ten-

sions.

. East Germany's monetary mess will

ntmnat inevitably to increase its finan-

cial dependence on Wert Germany. The
Bonn Government, which is bolding out

the prospect of a “now dimension’* of

ajd for East Berlin in return

for genuine fore ejections, lias strong

cards In its hand.

ff the D-Mark were gradually to fie

introduced as a “parallel* currency,
tois would add greatly to East Ger-

many's already grave crisis of credibil-

ity. Undermining East Germany’s mon-
etary sovereignty will, over time,
uproot its political independence.

West German bankers now talking
openly of reunification like Mr Alfred
Herrhausen, chief executive of the
Deutsche Bank, know that they have
the best possible incentive for building
up loans and business links with East
Berlin.

One dav. the? believe, they will be
running EastGermany’B economy as
we& as that of toe Federal Republic.

David Marsh

East German mark struggles

under ‘monetary overhang’

Value of East^lteifc
to West German pfennigs

T HE contemptuous treat-

ment of the East Ger-
man mark by the “capi-

talist speculators” in the
money markets of West Berlin,

Zurich and Vienna, has no
doubt reminded some old Com-
munists why they built toe
wall in the first place. But does
it matter?
The East Gennan authorities

may be realising that abandon-
ing pseudo-sovereignty is the
key to wealth but they still

fear losing control of their cur-
rency. The state bank in East
Berlin reckons that about
links 500m are now held out-
side the country, which is

scarcely enough to allow the
feared “bay-op" at the country
by foreigners.
But an open monetary bor-

der could release the so-called

“monetary overhang” - the
estimated Mnfcg ISObn sitting

In savings accounts in East
Germany — causing either
domestic fafiatfew (as the Gov-
ernment tries to free prices) or
a massive flight to the West
German black market, which
.would farther weaken the cur-
rency and hand enormous pur-

chasing power to foreigners.
The Government would suf-

fer from an unfavourable
exchange rate because et Its

own growing need for hard
currency - not just to pay for

economic reform but also to
satisfy the newly-awakened
popular lust to consume West
German goods. West German
companies will also find joint

ventures less attractive with-
out a reasonably-firm exchange
rate.

However, according to Mr
Dieter Hiss, president of the
West TterWn state bank, some
politicians in Bonn are show-
ing less understanding for East
Germany's problems by calling

for a currency reform.
He says that neither cur-

rency reform nor convertibility

are priorities and that the
existing currency win win con-
fidence only aftay effective eco-
nomic reform. Meanwhile, he
believes, the two currencies
can oomrirt just as the dollar

has co-existed with domestic
currencies in many partB of the
world.
The currency problem is just

one symptom of the weak-

nesses that stepping out of
socialist autarchy into a form
of inter-dependence with the
capitalist world has exposed.
An even bigger one is the
absence of reliable economic
statistics.
Lack of a proper pricing sys-

tem means East Germany does
not know which its most effi-

cient companies are. of
reliable monetary data means
it does not know how big a
potential problem the mone-
tary overhang ia. U prices are
to be freed m the next few
months, the authorities will
have to start inventing mone-
tary paBcy. .

East German economic man-
agers now have the unenviable
task of trying to create a
proper banking and price sys-
tem. reduce subsidies, widen
wage differentials, break up
the KbmMnate ^
ah with an open border to a
rich capitalist cotnitry beckon-
ing away its labour and crush-
ing to* currency.
As yet^ there is Tittle money

from Wert Germany to ease
toe transition but there is no
shortage of advice.

One of the few imaginative
suggestions has come from Mr
Ulrich Pfeiffer, a Bonn-based
wwnnmV* consultant, who says
that the authorities wbnnM sell
rittawia their flata qnrl destroy
the monetary proceeds, thus
wiping out toe overhang «iH
giving people more of a stake
in the system, ff that Is consid-
ered too radical, be suggests
that the Government Mould
buy consumer goods at whole-
sale prices in West Germany
and sefi.them at retail prices in
East Germany. If the frustrated
East German faces in. West
Berlin stores are any judge, it

may te^toB^oniy^way to stop

David Goodhart
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leader removed
from Ids post

party ITime runs out for Jakes as party unity cracks
Demonstrators in Prague are baying for the Czechoslovak leader’s blood, reports Leslie Colitt

By John Parker in Moscow

MR ANATOLY GERASIMOV
was yesterday ggaeezed out of
bis job as Communist party
chief of the city. of Leningrad,
where, the party was embar-
rassed is multi-candidate
tinng earlier thfe year.
His removal came a day after

the party organisation in
Moscow had replaced its own
leader, Mr Lev Zafflurv, a mem-
ber of the poUtburo.
Mr Gerasimov was replaced

by Mr Boris Gidaspov, who

.

was named head of a unified
city and regional party struc-
ture at a meeting of party lead-
ers, according to the Soviet
news agency. Tass.
Mr Gidaspov was elected

four months ago to lead the
Leningrad regional party
organisation after Us embar-
rassing defeat in the Congress
of People’s Deputies elections
last March
The regional party leader at

the time, Mr Yuri Solovyev,
who was also a candidate
member of the po&tburo, was
defeated in those elections
even though unopposed. He
Sailed to receive Urn necessary
SO per cent of the vote.
Since then, Leningrad, has

been the testing ground fiv the
efection of Communist party
afflriahrfo jobs erf the- basis of
popular vote, a move advo-
cated by President Mikhail
Gorbachev over the objections
of many conservatives.
Barber this year, as a prepa-

ration for this. Communist
party in Leningrad
had their first opportunity to
vote for competing candidates

for the post of regional leader.

That was the election -Mr-
GMaspav won. The idea- was
that the peaty would elect the
person most acceptable to the
voters.

. Similar electoral procedures,
were later used in the Ukraine,

to choose a successor to the

party leader, Mr 'Vladimir
Shcheihitsky, and in. Moscow
far Mr Zaikov.

Local party organisations
will he facing elections over
the neat few months and are

trying to restincture them-
selves to avoid similar defeats

to those they suffered last
MfrUTTfr-

Tass said discussion at the
Leningrad, party meeting was
“sharp and open.” “Open accu-
sations of indecisiveness,
incompetence, trying to avoid
decisions on contemporary
problems were- levelled at
many party and-government
leaders," it reported.

Popular ejections to city gov-
emment posts are to be hela in
Leningrad next March. The
city has been the scene of
intense debate over the rules
for these polls and may be used
as a model far other cities in
flw Umarfaw Federation.

Mr Gidaspov has proposed
that the elections be organised
on the basis of where people
weak, lather than where they
live. This Is opposed by more
radical Leningradera on the
grounds that it would give con-
servative trade union leaders
the opportunity to influence
the outcome.

“THE situation is so fluid that
he could fall In hours, days or
at the latest weeks,” a senior
Czechoslovak Communist
official said yesterday.
He was referring to Mr Milos

0

Jakes, the hapless hardline
party leader who is faced with
massive pro-democracy
demonstrations, the largest in
Chechoslovakia since 1968.

'Tarty unity is cracking and
Mr Jakes is being driven by the
protesters in the streets,” he
noted in the office of his
wen-guarded party budding.
Outside, the first

mimeographed student notice
raffling for free elections had
been pasted cm the imposing
facade of the party building.

Elsewhere in Prague, walls and
underground stations were
plastered with opposition
posters calling for Mr Jakes to
resign and threatening a

general strike next Monday if

their rWmnrig were not met.
A party spokesman said that

a special Central Committee
meeting would be held this

week to discuss the
demonstrations and the
prospect of a general strike.

The meeting .was thought
likely to “relieve” Mr Jakes of
his duties and appoint a
successor.
The official compared the

"dynamic” situation in Prague
with that in East Germany
shortly before Mr Erich
Honecker was deposed as party
leader. Mr Jakes’s speech on
Tuesday railing far calm but
addressing none of the
opposition’s demands probably

cost him what little support be
had left in the party, the
official noted.
The new party leader, he

said, was likely to be Mr

Ladislav Adamec, the Prime
Minister, who began talks with
the opposition this week.
Unlike Mr Jakes, who purged
the party of reformers after the
Soviet-led invasion in 1368, Mr
Adamec was relatively
untainted.
No one else in the hardline

Politburo stood as great a
chance to succeed Mr Jakes.
Only Mr Karel Urbanek, the
party chief in the Czech lands
of Bohemia and Moravia, was
regarded to be even remotely
in the running for the top post
. "The situation is
depressing,” the official said,
shaking his head. "This is the
outcome of 21 years of trying
to turn the clock back.”

hi fact, the docks on streets
in central Prague had been
stopped at five minutes to
twelve in a symbolic gesture
by an opposition sympathiser

who pulled the power switch,

Mr Adamec was unlikely to

be more than a transitional

leader, the party official

remarked.
His successor as Prune

would probably be Mr
Jozef Lenart, a Politburo

member in sympathy with Mr
Adamec's reformist leanings.

However Mr Pavel Hrivnak,

the Prime Minister of Slovakia,

was an outside possibility as

Prime Minister.

The party official noted that

while many workers were not

responding to the opposition's
c«ii« to demonstrate, younger
skilled workers were taking
part in the daily
AwinTwfrwtimM in Prague and

other cities.

The students leading the
protest been barred from
talking with workers in
factories but bad received

messages of support for the
general strike from several
factories.

The official rejected
speculation that the party
might use force against the
demonstrators as it did last

Friday whan more than 100
protesters were Injured, many

rejected

“Violence would be senseless

and could only help the
opposition,” he noted.
Taking leave of his visitor

from the West, the official

remarked with a weary smile;

"Maybe you will see me in a
different position the next time
we meet"
At my Prague hotel Mr

Vladimir Prohaska, the
manager, half-heartedly fought
a rearguard action to convince
employees at a meeting that
the opposition’s demands could
lead to Polish-style “chaos.”

Jakes: this week’s speech
cost him support

Poland’s Solidarity premier
faces tough talking in Moscow

Soviet deputy premier calls for

wide co-operation with the EC
By Christopher Bobfnsfci in Warsaw By Quentin Peel in Brussels

Gorbachev and Mitterrand
to meet next month in Kiev
MR Mikhail Gorbachev, the
Soviet president, will have
brief talks with French 'Presi-

dent Francois Mitterrand on
December 6 In the Ukrainian
capital, Kiev, Tass said yester-
day, Reuter reports from
Moscow.
The official Soviet news

agency said the talks would
cover "the development of the
international and European sit-

uation”. zt gave no further
rigtailg.

The two men last met in
July, during Mr Gorbachev's
state visit to Paris, when .22

accords on trade and economic
co-operation were signed
between the two countries.

The Kiev meeting will crane
only three days after Mr Gorb-
achev’s summit t»n« with US
President George Bush aboard
warships off Malta and five
days after bis visit to Italy and
the Vatican.

MR Tadensz Mazowlecki,
Poland’s Prism Minister, who
starts a fanrday visit to the
Soviet Union this evening,
knows that despite the stirring
events in Czechoslovakia,
Hniwury and East Germany,
he is breaking new ground.
For, as ram by one, the Social-
ist bloc countries awaken
politically, Poland, which
manageda peaceful transfer of
power from the Communists
last summer, now has to show
that a government led by an
erstwhile opposition can have
a viable relationship with
Moscow.
Last month, -Mr Eduard

Shevardnadze, the Soviet For-
eign Minister, in Warsaw for a
foreign ministers* meeting,
demonstrated that the Soviet
leadership is willing to deal
with the Poles.
M is clear that Mr MiM»n

Gorbachev, the Soviet presi-
dent, accepts Mr Mazowiecki’s
line that Poland, while retain-
ing allegiance to the Warsaw
Pact, mast be free to arrange
its internal affairs. Ms Malgor-
zata NiezaMtowska, the Polish
government’s spokesman yes-
terday reiterated that for
Poland “the Soviet Union

remains the guarantor of its

national security and most
important trading partner.”
At the hack of her mind was,

of course, Poland’s western
frontier and fears that, in the
future, a united Germany may
choose to question the post-
war radar. The events in Ger-
many will, Ms Nlezahitowskn
said, be raised in the talks.

The agenda will also contain
tiie once-taboo subject of Poles
who living in the Soviet Union
and tiuHy cultural welfare.
But it is economic issues

which will be hardest to nego-
tiate. The Poles, facing a pet-
rol crisis, have to secure
Soviet raw materials supplies
far the period 1991 to 1995.

The problem is how Poland
win pay for these commodi-
ties, costing 16J3bn roubles
over the five years. The Sovi-
ets, in w**11"1

, want more con-
sumer goods than the Polish
economy has been accustomed
to supplying or, falling that,
machinery with which to
make consumer goods, as
opposed to equipment for mak-
ing capital goods which the
Poles have provisionally deliv-

ered.
Also, the Poles, who have

been offered 40bn cubic metres
of gas in the five-year period,
would like an additional lObn
cn m in exchange for the
costly walk on the Jambarg
pipeline.
Payment is also a vexed

question and the Soviets, who
have oil and gas which are
marketable far hard currency,
are happy to calculate the
value of the trade in dollars.

The Poles, with their
machinery, which would fetch

lower priceson world markets,
are levs eager wnd wtHwatef in

Warsaw on Poland’s possible
loss if values were calculated
in dollars range from $Um to
tmm.

Naturally, Hr Mazowlecki
will also be asking the Soviets
to let him repay Ids 6tm rou-
bles debt after 1995 and ease
the trams of the $L5bn Poland
owes its Eastern neighbours.
His ngmrMw also incfaules the

notimn of comnansatiau far
Poles departed to the Soviet
Union daring the war and
after, as well as Soviet
acknowledgement of a review
by the Foies of the past costs
ami current agreement relat-

ing to the stationing Soviet
troops in Poland.

DR LEONID ABALKIN, the
Soviet Deputy Premier and
chief architect of economic
reform, yesterday called for

"mutually beneficial, unres-
trained cooperation” with the
European Community, bnt
rejected any suggestion of
Western aid for the ailing
Soviet economy.
However, he did express an

interest in President Francois
Mitterrand's plan far an East
European development bank
and called for further details to

determine whether the Soviet
Union should participate.

He also suggested that the
Soviet Union was prepared to

offer hitherto secret defence
and space technology in future
joint ventures with Western
partners while renewing Soviet
criticism of the Cocom restric-

tions on the export of sensitive
Western technology.
Dr Abalkin, speaking after a

seminar at the European Com-
mission on Soviet economic
reform, coinciding with the lat-

est round of Sovlet-EC negotia-
tions on a trade and co-opera-
tion agreement, insisted that
the Soviet Union was prepared
to suffer continuing economic
austerity, rather turn to

the West fra assistance.
Yet he warned that “a fail-

ure of perestroika in the Soviet
Union would destabilise the
situation not just in the USSR
but elsewhere.”
The Deputy Prime Minister,

who held talks with Mr Jac-

ques Defers, the president of
the European Commission, and
Mr Frans Andriessen, the
vice-president responsible for
external relations, during his
trip, was much less insistent

than previous Soviet officials

on the role of Comecon, the
Soviet-led trade group, in rela-

tions with the EC.
He underlined the need for

Comecon’s own radical
restructuring and monetary
reform in line with the changes
in member states like the
USSR, Poland, Hungary and
now the GDR. Questioned on
Soviet participation in a devel-

opment bank, as suggested by
President Mitterrand, he said:

"we need to take a closer look
at it.

"We need an outline, a blue-

print: who would control the
resources of the hank, who
would have the right to vote on
the allocation of resources,
would there be any conditions

-attached to assistance, who
would have a controlling inter-
est and would Soviet participa-
tion be as a founding member
or just a participant?”.
On technological co-opera-

tion, he said: “The Soviet
Union has something it can
offer, several hoes of technol-
ogy that have not yet been
developed in the West This
has become clear since we
lifted the lid of secrecy from
our defence and space pro-
grammes. We want to act as
partners on the basis of equal-
ity."

He said that Cocom "has not
been affected by current devel-
opments.”
He suggested that transfer of

sensitive technology could be
inspected to ensure that it was
not used in defence production,
just as the destruction of
Soviet mu-fear miwrilnw is veri-

fied under the INF treaty.

“Nobody has an interest in
ensuring that Soviet people are
kept below the poverty level,”

he said, citing a figure of 40
mfihoD as official estimates for
the number on sub-poverty
incomes in the USSR. *T don't
think it is a good idea just tomaitiiain the status quo.”
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SA Cabinet cold

shoulders private

synfuels projects
By Jim Jones in Johannesburg

SOUTH AFRICA’S Cabinet has

blocked two private sector syn-

fuels projects - officially

because of low oil prices and a
scarcity of capital. But, unoffi-

cially it seems to be because
the threat of oil embargoes has

receded.
The two projects, backed by

the country's two largest min-

ing houses, would depend on
guaranteed liquid fuel prices
and protection from low world
oil prices.

The larger of the two pro-

jects was a joint venture
between AECI, the largest

diversified chemicals group,

and Anglo American Coal Corp
(Amcoal). South Africa's larg-

est coal company. They had
hoped to establish a plant to

produce methanol from coal

and to convert the methanol
for use in vehicle engines
using special additives devel-

oped by AECL
The smaller, backed by the

Gencor mining group, was
based on recovery of petrol

from torbanite, an oil shale.

Both projects could not com-
pete against conventional oil

refineries without protection
and. possibly, financial assis-

tance from the state.

They also needed govern-
ment scheduling because the

country's engineering sector’s

skills and resources are
already strained by other large
engineering and infrastruc-
tural projects.

Details of oil purchases and
consumption are a state secret.

However, South Africa has. for

many years, produced about
half of its petrol needs from
coal at the Sasol synfuels
plants in the eastern Trans-
vaal.

Sasol was established with
state funds shortly after the

war but expanded significantly

10 years ago during the oil cri-

ses and at a time when South

Africa's crude supplies were
felt to be threatened. It now
provides all the petrol sold in

the Transvaal and Orange Free
State provinces and over large

parts of the sparsely-populated
northern Cape.

Until the Iranian revolution

most of the country's crude
came hum Iran, but the fall of

the Shah accelerated the South
African search for domestic oil

and gas. This has culminated
in the development of off-shore

gas wells off the Cape coast
near the town of Mossel Bay
and the erection of a plant to

convert the gas into motor and
aviation fuels. However, the
Mossel Bay off-shore recovery
operation and the on-shore
conversion plant are now
expected to cost as much as 20
per cent more than their origi-

nally budgeted Rands 6.5 bn
(£1.59bn)

Recently, Mr Jan Hoogen-
doora, a former senior execu-
tive of Sasol, threw a cat
among the pigeons when he
critidsed the Mossel Bay ven-
ture and estimated its syn-
thetic liquid fuel would cost
about Rands 1,700 per tonne
against world fuel prices of
about Rands 550 per tonne.
During Sasol's last financial

year sales of synfuels, which
are linked to International
crude oil prices, stagnated
although national petrol con-
sumption rose by &6 per cent
on the previous year. Mr Jan
Stegmann, its chairman, said
that tariff protection was still

needed against crude oO.

Death squad allegations

backed by church inquiry
By Jim Jones

ALLEGATIONS by Mr Butana
Nofomela, a death-row prisoner
that anti-apartheid activists
have been killed by South Afri-

can police death squads
throughout the 1980s have
been corroborated in an inde-
pendent investigation by the
South African Council of
Churches (SACC).
The corroboration was made

public in Johannesburg yester-
day by civil rights lawyers who
are uneasy over the conduct of
an official investigation
ordered by Mr Adriaan Vlok,
the law and order minister.

Inquiries by the Churches’
Independent Board of Investi-

gation into Informal Repres-
sion (IB11R) turned up diverse
evidence, including medical
reports and details of attacks
described by Mr Nofomela but
not extensively reported in the
press at the time.

Yesterday, the family of Mr
Griffith Mxenge, a human

rights lawyer assassinated in
1981, said they were diKBatittf-

ied that the police were effec-

tively carrying out their own
investigation. They said they
hoped that public pressure
would force the appointment of
independent investigators.

The results of the SACCs
investigations have been
banded to the McNally Com-
mission, which is investigating
the testimony of Mr Nofomela.
His allegations have been sub-
sequently corroborated by a
self-confessed death squad
leader, former police captain
Dirk Coetzee, and Constable
David Tshkalange.

Political observers believe
that tf President De Klerk
orders a judicial inquiry, he
will use the opportunity to
purge the police force and
other security organisations of
some officers appointed when
ex-President P.W. Botha was In
office.

Sharp rise in babies with
AIDS virus in sub-Sahara
By Michael Holman

NEARLY 80,000 infants
infected with HIV, the virus
that causes AIDS, were born in
sub-Saharan Africa between
1980 and 1987, according to a
report published yesterday by
the Panos Institute, the Lon-
don-based development insti-

tute. By 1992 the figure will

have risen to an estimated
250,000,
The study deals with the

worldwide threat to children
from AIDS either bom infected

with HIV from their mothers,
or through Intravenous drug
use or sexual activity. The
report cites findings in Brazil,

where nearly 9 per cent of 8,000
children tested in state institu-

tions were HIV positive, and
Jamaica, where one In eight
AIDS cases are children under

15. In the US last year, 1,500-

2,000 children became infected
from their mothers.
"AIDS in children may be

one of the most neglected of all

aspects of child welfare," Mr
Jon Tinker, the institute’s pres-
ident, said yesterday.
One in five babies bom with

HIV develop AIDS before their
first birthday, rising to four In
five before their fifth birthday.
“At the other end of childhood,
among teens and subteens,
there is a growing AIDS epi-

demic," warned Mr Tinker.

“AIDS and Children: a family
disease," published by the
Panos Institute, 8 Alfred Place,
London WC1 7EB, Tel: (01) 631
1590, in association with Save
the Children.'

Murder in Beirut ends slender prospects for peace
Lara Marlowe reports on the narrowing options for forming any government in Lebanon

YESTERDAY. Lebanon’s
tenuous hopes for peace and
reconciliation were shattered

by the brutal assassination of

President Rene Moawad.
Just two and a half weeks

ago, residents of Mr Moawad’s
home town of Zghorta had
danced In the streets and
showered him with rose water,

rice and champagne to cele-

brate his election to the presi-

dency
Mr Lakhdar Ibrahimi, the

Arab League's special envoy to

Lebanon who bad engineered
the election, displayed a tired

smile of relief.' The country’s
new-found confidence in its

own future found expression in

a precipitous rise of the Leban-
ese pound. Congratulations
poured in from governments
around the world. Posters of
the avuncular Christian lawyer
went up on walls around the
Moslem quarters of the city.

In East Beirut, Christian
General Michel Aoun heads a
three-man military govern-
ment that is bound to be
blamed - and never for-
given - by the rest of the
country for the murder.
The rest of the country con-

tains approximately three
quarters of Lebanon's popula-
tion and is now virtually with-
out government Gen Aoun’s
refusal to accept the Talf
agreement, the election of Mr

Policemen and officials check the wreckage of President Moawad’s car yesterday

Moawad, or even any question
of mediation between himself
and the new head of state, had
strengthened the country's de
facto partition.

In his almost daily television

appearances, Gen Aorm contin-

ued to insist that he wanted to
“liberate” all of Lebanon. But

his supporters - the lower
mirirflA class workers, taxi driv-

ers, shop keepers and mer-
chants who turned out in
droves at his rallies — invari-

ably told reporters that they
could not live with the Mos-
lems, that they wanted the
general, not Mr Moawad as

their leader, and that they
wanted their own government
There was a consensus in Bei-

rut that the stalemate would
last at least through the win-
ter.

Hopes of a unified Lebanese
government had diminished
daily. Mr Moawad’s fellow

Christian politicians, fearing

retribution from Gen Aoun and
anxious to avoid division
among Lebanon’s Christian
minority, baulked at joining

his cabinet The assassinated

president knew that without
Christian ministers, his gov-
ernment was doomed to repre-

sent only those sectors of the
country under Syrian controL
Mr Georges Saadeh, the

leader of the Christian Pha-
lange Party, wanted to accept a
portfolio and even said that

Gen Aoun would be “no more
than a militia leader” mice the
government was formed. Yet
even Mr Saadeh hesitated to
break ranks with his follow
Maronites.
Dr Selim el Boss, the Prime

Minister, and Mr Husseini al-

Husseznz, the speaker of the
parliament, are all that
remains (tf the inchoate cabi-

net. Without a presidential
decree to ratify their decision,

they cannot form a govern-
ment.
Both men held urgent talks

in their homes last night in
which they addressed the
daunting prospect of their own
and Lebanon's fixture.

The Talf accords which were
ratified on October 23 by 58
Lebanese MPs remain intact,

and hence the only basis for
starting anew. Mr Husseini
was reported to be attempting

to reconvene a quorum (tf par
yamantarians to elect a sew

lent as quickly as possb

Mr Saadeh and Mr Ellas

Hraooi, both Maronite depu-

ties, were the only other candi-

dates to have received votes in

the November 5 election and
tfrgfr names are already being

mentioned as possible succes-

sors to President Moawad.
But will the ageing MPs who

showed such courage in travel-

ling first to Saudi Arabia, then

to Q'afaat for the presidential

election, now be brave enough
to assemble yet again and is

there anyone willing to assume
what must be the most danger-

ous job in the world - presi-

dent of a divided, assassina-

tion-prone Lebanon?
Gen Aoun has said repeat-

edly that he would negotiate
only with the Syrian govern-

ment, which maintains 40,000

troops In Lebanon. In bis inde-

pendence day speech yester-

day. Gen Aoun called the
soan-to-be-deceased president a
powerless “letter box or a
clerk” for the Syrian army.

If Mr Husseini and Dr Hass
are unable to reconvene parlia-

ment and elect a new president

quickly, the murderers of Pres-

ident Moawad may have
ensured that no-one but the
Syrian government is left to
negotiate with Gen Aoun.

Tokyo ‘may
overtake’

NY and
London
By Chris Stairwell in

Sydney

ASIA AND Oceania are
moving towards the formation
of a “horizontal” trading
region in the 1990s and, with
countries in that area Increas-
ingly exchanging goods, the
yen will emerge as a reserve
currency and Tokyo is likely

to become a larger financial

centre than New York or Lon-
don.
This was the firm prediction

yesterday from Dr Yoshio
Suzuki, former executive
director of the Bank of Japan
and vice-chairman of the
board of councillors at the
Nomura Research Institute.

In Sydney, Dr Suzuki was
speaking at the launch of a
850-page study on Australia
and north-east Asia by Dr Ross
Garnaut, a senior Australian
academic. The study was com-
missioned by Mr Bob Hawke,
the Prime Minister.
Dr Suzuki said north-east

Asia would become one of
three “big economic zones”
along with North America and
Western Europe, and would
form a “trade area” with the
other countries of Asia and
Oceania.
The region’s trade with

itself was already greater than
its trade with the US, and
would exceed 50 per cent of
the total daring the 1990s, Dr
Suzuki said. The US, as the
world's largest net debtor,
would continue to contain its

imports, while Japan, as larg-
est net creditor, would expand
its Imports.
“Exchanges of finished

goods among Asian countries,

the intra-horizontal trade in
Asia, is now developing for the
first time in Asian history,
supported by the Increasing
direct Investment and technol-
ogy transfer from north-east
Asia to south-east Asia.”
The dollar would stay as an

international currency, but Its

rate would decline, and that of
the yen would increase “at
least as a reserve currency,
because the dollar will depre-
date against the yen”.
Japan will want to give

Asian countries easier access
to' the Tokyo financial market
to invest in yen assets or bor-

row in yen, and Tokyo “will
become a far larger financial
centre than the New York and
London markets,” he pre-
dicted.

Violence mars
Indian election
By David Housego

THE FIRST day of polling in
India's general election was
marked by widespread vio-
lence, with both the ruling
Congress and the opposition
Janata Dal accusing each other
of attempting to rig the results

in certain key constituencies.
At least 32 people were killed

in Andhra Pradesh, Haryana
and elsewhere, including Mr
VaUabhbhai Patel, Minister of
Health in the western state of
Gujarat. Many more were
injured, while polling was
suspended in several places
after booths were taken over
by force and ballot boxes
seized.

Turnout in the first round of
polling involving 221 of the 525
seats being contested was a
high 55-80 per cent If con-
finned in the further rounds of
voting on Friday and Sunday,
this would be at the same level

as 1977 and 1984, which saw
landslide swings against Con-
gress and then in favour of it.

Among the first voters in
Delhi was Mr Rajiv Gandhi,
the Prime Minister. Asked
about the Congress party's
election prospects, he said:

“We are going to win”.
In Mr Gandhi's constituency

of Amethi in Uttar Pradesh, his

opponent, Mr Rajmohan
Gandhi, grandson of the
Mahatma, called for the elec-

tion to be annulled because of

what he described as “massive
poll rigging” and “booth cap-
turing” by the Prime Minister’s
supporters. The opposition
National Front called for a
fresh poll in Amethi
Some of the worst violence

was in the southern state of
Andhra Pradesh where at least

13 people were killed. Polling
in one constituency was
annulled after the killing <rf an
independent candidate. In
Andhra, the regional party .of

Mr N.T. Rama Rao, the Chief
Minister and President of the
Opposition National Front, is

on the defensive against Con-
gress.

Violence and accusations of
fraud were widespread in Hary-
ana in the north, where
another senior leader of the
opposition, Mr Devi Lai, Is

Chief Minister. The Congress
party last night demanded re-

elections In two constituencies.

Mr Patel, the Gujarat health
minister, died after being
stabbed by a youth when enter-

ing his car after an election
meeting. Another well-known
figure to be wounded was Mr
Sanjay Singh, a politician and
big landlord in AmethL For-
merly, he managed the Prime
Minister's campaign there, but
has now switched sides.

Among the states recording
the highest turnout were Ker-
ala and Andhra Pradesh. A smiling Rajiv Gandhi casts bis vote in New Delhi yesterday

‘If you vote, Banjit Singh — you’ll die’
By David Housego and K.K. Sharma in Baghpat, Uttar Pradesh

MR BANJIT SINGH, 50, is a
Harijan (Untouchable) in the
village of Sanurpur Eaten in
Uttar Pradesh, north at Delhi.
When he went to vote yester-

day morning, shortly after poll-

ing in India's general election

had begun, he was informed
that his vote had already been
cast He said afterwards: “1 was
told to go home, otherwise I
would be shot”

In this prosperous sugar-
farming belt dominated by
farmers of the Jat caste, he had
good reason to take this threat
seriously. A few miles down
the road in Baghpat we were
the first people to stop beside a
young man lying at a cross
roads who had been shot in the
back. Two hundred yards
away, another young man lay
dead beside his scooter - also
with gun wounds in the back.
Both had been shot after

fighting broke out between

supporters of the ruling Con-
gress party and the opposition
Janata Dal over a polling booth
in a Moslem area.

The surprise in India is that
so many exercise their vote
freely on polling day. But there
are pockets of the country that
are exceptions. Here in the
Baghpat constituency, where
for years the local MP was
Chaudhuri Charan Singh, the
farmers’ lewder and briefly in
the 1970s, the country’s Prime
Minister, Jat farmers have long
used force to get their candi-
dates returned in elections.

In the Harijan quarter of this
village - marked by its squa-
lor and poorly maintained
thatched-roof bouses - few, if

any Harijans, were yesterday
able to vote. The Harijans nor-

mally vote for Congress. But
yesterday Jat farmers went
early to the polling booth,
claimed to be Harijans and

voted in their name for the
Janata DaL By mid-morning,
60 per cent (tf the 1,100 people
on the polling register had
“voted".
Polling agents for both the

Congress party and the Janata
Dal were remarkably uninhi-
bited in explaining the back-
ground to the tale. The village
held a council meeting on
Tuesday to which the Harijans
were summoned. They were
told that “it was not worth
their while voting”.

Mr Banjit Singh had the
courage to try to vote and the
courage to explain how tea had
been turned away. Most other
Harijans - as we walked
round the village followed by
threatening Jat farmers - said
they bad not yet been to vote
or had done so without trouble.
The local Congress agent

said that he had. seen about 10
Jats repeatedly passing

through the polling booth and
casting votes on the Harijans’
behalf. A Janata Dal agent did
not dispute the account. He
asked: “Does democracy here
have any real meaning?”

In the polling booth, the poll-
ing officer said: “We have had
no complaints. There has been
no unrest”. He and his officials
had apparently been silent wit-
nesses to an occurrence not
unfamiliar in Sarurpur. Mr
Harbir Singh, the Congress
agent, said he had tried to reg-
ister a complaint with the dis-
trict magistrate’s office but it
had refused to accept one.

In Sarurpur, the booth cap-
turing was carried out by Jan-
ata Dal supporters. In Baghpat,
where the killings occurred, it
was Congress supporters who
seized control of a booth in a
Moslem area. The fight broke
out when the Janata Dal tried
to regain control of it

Recruit affair returns to haunt Japan ruling party
The start of court actions threatens to set back the LDP’s political recovery, writes Stefan Wagstyl in Tokyo

APAN’S RULING Liberal

Democratic Party is brac-

ing itself for a revival of
public interest in the Recruit
financial scandal when court
trials arising from the affair

start tomorrow.
The man-in-the-street’s reac-

tion to the publicity which will

be given to the hearings in the
Japanese press will play a role

in determining the date of the
next general election.

The cases are unlikely to stir

passions to the same extent as
they did earlier this year, when
popular support for the LDP
plunged to an all-time low. But
LDP politicians fear trial

reports may slow the party’s

steady recovery.
Photographs of the main

defendants have started reap-

pearing in the newspapers.
They are Mr Hiromasa Ezoe.

former head of the Recruit
business information company,
Mr Hisashi Shinto, ex-chair-

man of Nippon Telegraph and
Telephone (NTT), Japan’s larg-

est corporation, and Mr Takao
Fiyinami. Chief Cabinet Secre-
tary in the government of for-

mer Premier Yasuhiro Naka-
sone.

The hearings will concern
allegations that Mr Ezoe tried

to bribe Mr Shinto, Mr Fujin-
ami, Mr Katsuya Bteda, a lead-
ing member of the opposition
Komei party, and others by
offering them pre-flotation
shares in Recruit Cosmos,
which went public in 1986.

The main political impact
will be to remind voters of the
enormity of the affair, which
led Mr Noboru Takeshi ta to
quit as Prime Minister and to
the suicide of one of bis aides.
Howe-zer. the trials will

stretch over months. Initial
hearings will last a day or two,
after which there win be an
adjournment for three or four
months white the judges read
the documents.

Also, even though the
Recruit affair stirred wide-
ranging attacks on political

corruption, it has been over-

shadowed for voters by the
controversy about a consump-
tion tax, introduced by the
LDP in April

It was the tax rather than
Recruit which was the biggest

single reason for the LDP's
defeat in elections in the sum-
mer, when it lost control of the

Diet's upper house for the first

time In more than 30 years.

Since then, a tedious debate
over the tax has dominated
Japanese politics, with the

opposition parties demanding
abolition and the LDP respond-

ing with promises of limited

reforms.

Within the LDP there are dif-

ferences about how much
reform will be necessary to

assuage voters. On one side is

Mr Takeshita, who sees the tax

as the chief achievement of his

administration, on the other
are LDP leaders who say they
never wanted it. However,
there Is growing consensus
about excluding food, school

and- maternity hospital bills

from tax.

An election has to be called
by next summer. For LDP lead-
ers, setting a date is a matter
(tf balancing their own inter-
ests and the party's/ The LDP
as a whole has gained enough
ground since the upper house
disaster to have greatly
reduced chances ofa resound-
ing general election defeat
Mr Toshiki Haifa 1

, Prime
Minister since August, has
made the most of a rebound in

public sympathy for the ruling
party while doubts have multi-
plied about the opposition
Japan Socialist Party's ability

to lead a government Analysts
now say the LDP could retain
Its overall majority In the
lower house.
Indeed, Mr Kaifu, a clean

politician with little clout
inside the party, has been so
successful that he has annoyed
the party’s power brokers who
saw him as a stop-gap. Mr Tak-
eshita and Mr Shin FTangmam

who lead the LDP’s largest fac-

tion, want an early election to

Mleno to become
central bank chief

position. They are sup-
ported by Mr Ichiro Ozawa,
their protegee and member of
the same younger generation
(tf Dietmen as Mr Kaifu.

However, Mr Takeshita and
Mr Karvemam have been forced
to recognise that the Recruit
trials have made a December
election very risky. It seems
they will have to accept Mr
KaifU's tentative plans for elec-

tions in mid-February. This
allows Mr Kaifu time to pres-

ent to the Diet the party’s tax
reform plan and next year’s
budget - an opportunity to
hand out a few financial
favours to voters. It also gives
hhn time to establish hiimwlf

more firmly at the helm.

So. even though there is

much about the Recruit affair

which is disappearing into his-
tory, the trials play a central

part in the debates of LDP
leaders.

By Robert Thomson in Tokyo

THE NEW governor of Japan’s
central bank la to be Mr
Yasushl Mleno, the Govern-
ment announced yesterday. He
will take over In December
when Mr Satoshl Snmita
retires.
Mr fifieno’s promotion from

senior depetty governor of the
bank has been presumed for

several months, as he has been
the bank’s representative at
several important interna-
tional gatherings this year and
was the popular choice within

the bank Itself.

The appointment (tf the 65-

year-old career banker did not
come without politicking. The
Japanese financial press had
reported concern within the

Government late last year that

Mr Mleno. who has worked at

the bank for 42 years, did not

have enough international

experience to cope with the

bank's broadened interna-

tional responsibilities.

Mr Mleno, who had
dubbed the “prince of the
Bank of Japan”, was the
bank's associate representa-
tive in New York from 1958' to
1980, and became senior dep-
uty governor in. December
1984, when Mr Sumlta began!
his five-year term.

The appointment Is not
expected to lead to a change In
the bank’s policies, which
have been designed In the past
year to deal with domestic
concerns about mtina^ ^
international concerns about
the strength of the US dollar.

Mr Mleno win be succeeded
in his present post by Mr Hiro-
shi Yoshimoto, the president
of the Government-affiliated
People's Finance Corporation
and a former director-general
of the flmnctol bureau <tf the
Ministry at Finance,

Snowy exile

for former
S Korean
president
IN A remote Buddhist temple
in tiie snowy northern moun-
tains (tf South Korea, the coun-
try's former President will
today celebrate bis first anni-
versary in internal exile.

The temple has been home
to Mr Chun Doo Hwatn and his
wife ever since he went on tele-

vision last November to apolo-
gise for wrongs committed dur-
ing bis wgfana.

The former President has
also paid back funds to the
state. But he knows that for
the Smith Korean public and
the opposition leaders who
were persecuted during his
rule, neither is enough to
enable him safely to return
from exile and live a normal
life. TO do that, Mr Chun will

have to make further conces-
sions.

The ruling party Is calling
for him to appear before the
democratically elected
National Assembly and explain
the history of his government,
from the time he took power in
a military coup in 1979. In addi-
tion, a number of his friends
still in important positions
must resign, notably Mr Chung
Young, a military general and
classmate of Mr Chun.
Mr Chung is held responsible

for the 1980 military killings in
the provincial city of Kwangju,
where at least 200 people died
when the anny stepped in to
quell demonstrations in favour
of democracy.

Maggie Ford
explains why Chun
Doo Hwan is living
in a remote
Buddhist temple

The process of solving what
is known as the irregularities
of the Fifth Republic has
impeded South Korea's prog-
ress to democracy since the
1987 nationwide demonstra-
tions forced reforms.
Opposition leaders stress

they do not seek revenge, only
to discover the truth.
The position is complicated

because President Roh Tae
Woo, the former general who
has presided over the past two
years of reform, was himself
involved in the 1979 coup. Tbe
President has pledged that the
legacy at the former Govern-
ment will be overcome in the
next two to three months, and
opposition leaders have set a
deadline of next spring.
A major effort has been

launched inside the ruling
Democratic Justice Party to
persuade Mr Chung and the
former .President to make the
conoessums for the good (tf the
country and its future.

-
V*** effart is encounter-mg stiff resistance. Last week,

about 15,000 supporters of Mr
yjung demonstrated in the

25LJr.LSegn
’ Protesting

against efforts to force his re*
{guftoB. Taegu * ^ thborne ofMr Roh and other mil-
Jtary officers. A group of at
IteBtarffitog party MPs haw
rotated the -plan by the party

affiX?"* Mr efiS

ST?™-

tto deal proposed

StsSf 5??® and oppo
SIS? a** hoplngto

President on his

ctrae a formal agreement

face an all-out campaign bv the
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OVERSEAS NEWS

Environment caught in trade war crossfire

John Murray Brown reports on the Indonesian Government’s dilemma over its forests

"WHY provide a living Bor an
orangutan and not for us?” was
bow Forestry Minister Mr Has-
rul Harahap prewired his Jap-
anese critics earlier this month
at the end of a hectic world
tour to promote Indonesia’s
new look environment policy.

Indonesia today is desper-
ately groping for its own solu-

tions to the global environ*
ment crisis tom between the
demands of vote-conscious
Western donors worried at the
effect of riimatin warming and
its own poverty-racked popula-
tion of 175m.
The signals from Jakarta are

increasingly confused. In a
speech in August, President
Suharto confirmed government
plans to set aside $300m a year
to replant 300,000 hectares of
tropical forest currently disap-

pearing at a rate of lm hect-

ares every year - more than
the UK’s Forestry Commission
has planted in more than 40
years since the Second World
Vgm*

President Suharto urged
international support for
Indonesia’s programme which
without assistance would take

65 years to achieve the tar-

geted 20m hectares of new
plantingH-

Yet the suspicion remains
that this is a cosmetic gesture
which does little to tackle the
corruption and mismanage-
ment in the forests sector car

address the complaints of local

communities overrun by com-
mercial logging concerns.

The World Bank in an alarm-

ing report last year by its new
environmental division esti-

mated that even excluding the
ecological damage, deforesta-

tion in Indonesia represents a
loss of $lbn every year, offset-

ting the $2bn earned in ply-

wood exports. Although tradi-

tional slash-and-burn
agriculture is largely to blame,
the Rank argues that fiscal and
other incentives actually
encourage bad forest practices.

Katie VtaOnd

Rood incentives and old agrimltnral methods are diminishing Indonesian zafaa forests

Conservationists worry the

reafforestation scheme will
moan more rain forest is clear

foiled and planted with less

valuable, fast-growing species.

As one US expert put it “that

would be like selling your
Rolls-Royce to get five VWs."
Now it is the job of Environ-

ment Minister Dr Emil Salim

to convince his cabinet col-

leagues that conservation, Bar

from being a constraint on
growth is the nearest thing to

a guarantee of Indonesia's eco-

nomic fixture.

His Is an unenviable task.

The country’s timber industry

is controlled by powerful Chi-

nese and military business
groups. Attack has been the
favoured form of defence. Fel-

low producers Malaysia and a
US public relations company
have been enrolled to fight

what is seen as not so much an
environmental skirmish as a
full scale trade war. Ignoring
his critics, Mr Bob Hasan the
acknowledged svengali of the
private sector plywood indus-

try announced a record $lbn
sale to Japan, the world’s larg-

est tropical timber importer
and a consistent target of
attack from canservafionlsts.

Dr Saliwi maintalwn the
issues are inseparable. “Look,
what is the crux of the envi-

ronment - interdependence.
Every one Is linked with every
one else. . .we're not asking for

aid, we just want better trad-

ing conditions."
Punitive moves by the Euro-

pean Commission to impose a
tariff on tropical timbers he
believes hit the wrong target

and only encourage more log-

ging. Meanwhile the titterings

of the Group of 7 industrial

countries he dismisses as “fin-

ger-wagging".
Inevitably Indonesia's future

economic growth looks set to
depend not only on greater
energy use - one of the causes
of global warming — but manu-
facturing, an area where It has
a competitive edge in part
because of its lack of environ-

mental controls.

For all its ofl wealth, Indon-
esia is stQl a poor country with
a per capita income of less
than $500 a year. In the coming
five years, more than 11m
young Tnrfnnwihmi Will have tO
find jobs. Currently more than

30 per cent of Indonesia’s
annual export earnings are
absorbed in debt repayments,
the direct consequence Mr
.Salim says of the Plaza Accord
of 1985 where industrialised
countries agreed a managed
devaluation of the US dollar.

The debt for nature swap
- like the one recently agreed
in Madagascar where creditors
commit to purchase developing
country drat at a discounted
value in the secondary mar-
kets - is not an option. In
Indonesia’s case, where most of
its $34bn public debt Is from
official government sources
not commercial banks, this
would raise awkward sover-

eignty Issues. Such a move
would also damage the coun-
try’s credit rating with the
international finance commu-

nity which is still relatively

Salim actually contends
that When OQ prices collapsed

in the early 1980s it was the.

rain forest which saved the

country.
Hone the less the conserva-

tion message does appear to

have made its mark. Already

since 1985, Indonesia has

imposed a ban on log exports,

which has forced the conces-

sionaires to invest in plywood

factories - a sunk cost which
iv Salim hopes will encourage

better long-term forest man-
agement.
The re-afforestation fee on

cut timber is to be raised from
$7 to $10 per cubic metre. If

fnn» comply, which has not

always been the case, this fund

could finance the 300,000 hect-

ares targeted for new planta-

tions every year.

In a related move, legislation

has been introduced binding
both foreign and local inves-

tors to take account of. the
impact of their business opera-

tion cm the surroundings. Soil

conservation legislation is also

considered.
For Dr Salim, a broader con-

cern is how to raise the pub-

lic’s awareness of the environ-

mental debate. In an office

outside Jakarta be now has a
small research team looking
Into the commercial applica-

tions of forest products for

I

ihazmaceuticals and cosmet-
es. *Tm an economist, " he
says. "The only way I can see,

is to put an economic value on
our environment... Did you
know we have a leach which
can cure leukaemia?"
According to a recent WWF

report, the economic value
Japan puts on its hardwood
imports is little different from
softwood imports from the US.
Tbday a third of all Japanese
plywood is used to make
moulds into which concrete Is

poured on Tokyo building
sites.
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WORLD TRADE NEWS

US stands firm
on bilateral

trade retaliation
By Nancy Dunne in Washington

UBS Carla Hffls, the US Trade
Representative, yesterday
launched a vigorous defence of
US bilateral trade retaliation
and implied that once the
world trading system had
developed multinational rules
with strong enforcement mech-
anisms, demand for bilateral
action would fede.

In a discussion ctf her recent
efforts to push forward the
Uruguay Bound of the General
Agreement on Tariffs and.
Trade (Gatt), she said Si tril-

lion worth of trade was now
unprotected by international
rules.

“If the contracting parties do
not have the political win or
desire to provide disciplines,
tor example, in the area of pro-

.

tecting proprietary data and if

we suffer. $60bn in loss from
theft of our proprietary data, is
it so surprising that . . we have
to protect it?” she asked.
“The thieves say: That's uni-

lateral. You should wait five
years. 10 years. .. until we sit
down and develop a rule.’ Well,
great What then is the incen-
tive to develop a rule? It’s
cheaper to steal."

Mrs Hills said those who
complain most about US bilat-
eral actions are those .who
oppose stricter rules in agricul-
ture and services trade, invest-
ment and intellectual property
rights.

Tf we get rules to cover a
trillion dollars of trade, yon
would have a lot lees fractious
Congress.” she said.

The trade representative said
she is weighing a proposal to
submit an analysis to the Uni-

Carla Hills

guay Round, rather than a
position paper, erf textile pro-
posals. It would be “helpful.” if
nations could see how various
options onder consideration
applyed to them.

- She said that she has maita
clear to her trading partners
that the US must have “an
ambitious package” of agree-
ments in. the Uruguay Round
to bring. ’to the private sector
and Congress. Tinkering at
the margin” would not be suffi-
cient, raid

Mrs Hills said she was will-

ing to allow the less-developed
countries more time thaw the
industrialised countries to
implement agreements. But
they must commit to new rules
"on day one."

Hills hits at

construction

trade blocks

by Tokyo
By Nancy Dunne In

Washington

HRS Carla Hills, US Trade
Representative, yesterday
issued a determination that
Japan had “unreasonable”
trade barriers to construction

services, but said enough prog-
ress had been made towards
resolving the dispute to delay
until next Hay any possible
retaliation.

The Japanese Government
has agreed to a US demand
that bidders tor construction
contracts state they under-
stand rules against “dango",
or bid-rigging agreements, and
that they have not violated
those rules, she added. The US
will continue to monitor Japa-
nese enforcement of Its hlr
trade laws.
The determination was

Issued in response to a provi-
sion in the US Omnibus Trade
Act requiring an “unfair
trade” investigation of the
Japanese construction market
and set Tuesday as a deadline.
Mrs HT1Ik said the provision
overlaps with a two-year bilat-

eral agreement, running
through next Hay, under
which Japan agreed to open
bidding to US companies on 14
public works projects.

The idea, said Mrs Hills, was
to give US companies an
opportunity to fulfil a “tradi-
tional” Japanese requirement
that bidders have experience
in the Japanese market. T
would like greater Improve-
ment In administrative reme-
dies," she said. T want the
rules to he transparent. But
we did make progress on collu-
sion, and they assured us they
wonld continue to negotiate.”

Japanese dig in over plan
to reform farm policy
Robert Thomson reports on Gatt negotiations

HEN a New Zealand
delegate rose to

last week dur-

ing an “informal” meeting in

Tokyo on the General Agree-
ment on Tariffs aad Trade, he
declared that he had three
points to nydte; “Agriculture,

agriculture and agriculture."

Agriculture is an awkward
issue in Japan. The country is

a couple of months away from
a general election ami the reas-

suring words on protection

that politically influential
farmers want to bear are not
well received by the US and
other agricultural exporters.

The sensitivity of the issue

was shown by the irritation of
some members of the Cairns
group of exporters after a
speech by Mr Michihiko Kano,
Japan’s Minister for Agricul-
ture, Forestry and Fisheries,
who strongly defended Japan's
policies, and then quickly left

the Gatt gathering. The dele-

gates were annoyed that Mr
Kano, who had other obliga-

tions in parliament, did not
stay to answer questions.

Earlier this year, there was a
sense among Japanese officials

that agriculture would not be
the problem area tor the Uru-
guay Round of negotiations
that it subsequently became.
The talks, due to conclude at

the end of next year, are
threatened by the deep divi-

sions on the issue.

In April, a senior Agriculture
Ministry nffirfal predicted that

Japan would have no interna-

tional obligation to open the
rice market or reduce farm
subsidies because other Gatt
members were perceived to
have accepted Tokyo’s argu-
ments on “toad security”

However, a US proposal in
late October to eliminate non-
tariff barriers and phase out
farm export subsidies has
prompted Japan to prepare its

own position paper on the sub-
ject, and drawn a strong reac-
tion from the European Com-
mission, which has
characterised the proposal as a
large step backwards in the
agriculture debate.
Japanese editorials have

recognised that the rice market
is again under threat from
imports. The Kita Nihon Shim-
bun said that “it is hardly con-
ceivable that the (US) proposal
would be approved without
revision but there is no doubt
that it has facilitated the open-
ing offormal discussion on rice
at the negotiating table".

The Chunichl-Tokyo Shim-
bun commented: “Many prob-
lems await the Gatt negotia-
tions cm agriculture because of
the disparate positions of the
US, EC members, Japan and
other countries - Japan has a
responsibility to the interna-

tional community to take mto
consideration its trade friction

with other countries as well as
its status as an economic
power."
Newspapers in rice-growing

districts were less flexible. The
Akita ShVmhun described rice

as a "strategic material . . we
are not saying this because
Akita Prefecture is a rice-prod-

ucing region, but because this

particular agricultural product
concerns the very fundamen-
tals of the state."

It is clear that Japanese
farmers' groups and govern-
ment officials will be using
environmental concerns as a
reason not to liberalise mar-
kets, as well as employing the
more traditional argument of

food security.
Japanese trade officials were

pleased by the willingness of

delegates from developing
countries at the Gatt meeting
to Higj-iigg trade-related intel-

lectual property and invest-

ment measures, new areas sup-

ported by Japan in the
Uruguay Round- Japan has not
lobbied as vigorously on ser-

vices. another new area,
because the government has
been unable to reach a consen-
sus on the issue.

While Japanese officials sug-
gest that the US is showing
more flexibility on a formula
for tariff cuts, there is concern
at what are seen as extreme
and uncompromising positions
taken over issues such as agri-

culture and shipbuilding.
A trade official said that

increasing unwillingness of the
US to compromise on difficult

issues is “unfortunate” and
threatens to complicate the
negotiation process.

By Ian Rodger in Tokyo and Louise Kehoe

PATENT offices are not known
for their humour, but one
would have thought a little

self-deprecating wit was called

for on this occasion.
Texas Instruments first

applied in i960 for Japanese
recognition of the so-called
Kilby patents, which cover the
technology needed to install

both active and passive compo-
nents on a piece of silicon.

The office, mindful of the
impact of such a decision on
Japan’s then-nascent semicon-
ductor industry, declined. It

finally issued the patents at
the end of last month.
Was there an announcement

to celebrate the event? Not at
all; the decision was communi-
cated privately to Texas Instru-
ments and the objectors; and
when the facts became public,
was the patent office just a bit

sheepish about the exposure of
its protectionist proclivities?
Not a chance.

“It took us 26 years to verify
that the application met our
requirements," one official said
yesterday straightfaced.
The impact of the decision

on TTs bottom line is as yet
uncertain; the big Japanese
chip makers emphasised yes-

terday that they already had
technology cross licensing
agreements with TI which took
into account the Kilby patents,
and these will not be affected
until they are renegotiated,
which will be 1990 at the earli-

est
But TI will not be the only

US semiconductor company
checking its files today.

Credit for the invention of
the integrated circuit chip is

shared by Jack Kilby of Texas
Insmjments and Robert Noyce,
one of the founders of Fair-
child Semiconductor. Silicon
Valley's first semiconductor
manufacturer and now the
president of Sematech, the US
semiconductor industry con-
sortium.

Fairchild has since been
acquired by National Semicon-
ductor. another California chip
maker.

National said yesterday that
it was trying to determine
whether Fairchild had. m fact,

applied for basic patent rights
to the integrated circuit inven-
tion in Japan, back in the
1960s.

Although the company has
so far not been able to find any
record of such a paten: applica-
tion. it noted that NEC of
Japan had paid royalties to
Fairchild in the early days of
the industry and that it seems
these royalty payments may
have been made on the basis of
a patent granted in Japan.

Intel Corporation, also co-
founded by D. Noyce, said that
it holds several patents in
Japan and that it has several
patent applications pending.
The company noted, however,
that the original patents cover-
ing the invention of the inte-

grated circuit went to Dr.
Noyce and his co-workers at
Fairchild.

Historically. Japan has been
notoriously slow in granting
patents to the US semiconduc-
tor industry'. The granting of
the Texas Instruments patent
is widely seen, therefore, as a
landmark event.

Poland enthusiastic over
Kvaerner shipyard deal
By Karan Fossil in Oslo

HR Krzysztof Skubiszewskl,
the Polish Foreign Minister,
has responded enthusiastically
to an application by Norway??
Kvaerner Xndustrier to form a
50/50 joint venture with the
Gdynia shipyard and pledged
during a recent visit to Oslo to
help push it through for
approval by Polish authorities.
This March, Kvaerner said it

was seeking to acquire the Pol-
ish yard which built, in the
1970s, five of its specialised
IPG carriers. Then. Kvaerner
was awaiting inland's

-
fibBjtft'

isation of foreign ownership
regulations which have since
been changed to include, a call
for a decision on foreign own-
ership by 90-days after an con-
cession application is lodged.
To this end Kvaerner says it

could acquire half ownership
in Gdynia, one of the world’s

largest shipyards, by the end of
this year. However, an early
approval of the Kvaerner appli-
cation will clear the way for
several other foreign acquisi-
tions of Polish yards which are
currently being sought

In a separate deal, plans by
Mrs Barbara 1

Piasecka Johnson,
a North American millionaire
of Polteh origin, have been
stranded not on a holdup by
Polish authorities, but on valu-
ation of fixed assets currently
being,undertaken by Arthur

''Atideifeffti of Ltifedon. Once Pdt-'

lsh ^tuthorttterf
: approve the-

Kvaemer-Gdynia deal, negotia-
tions will move on to valuation
of the Gdynia yard. .

Last year Kvaerner
increased profits before extra
ordinary items to NKr381m
($55-3m). Group turnover rose
to NKr&47tm.

Norsk Data in Sovfet deal
By Karen Fossil In Oslo

NORSK DATA, the troubled
Norwegian mini-computers
group, has won a NKr33m
($4.8m) contract to supply a
computer-aided design and
manufacture (CAD-CAM) sys-
tem comprising 30 workstat-
ions to a Soviet shipyard In
Ti>niiigra(l.

The contract was won over
several US suppliers including
Hewlett Packard. .

After processing of export
papers by Cocom in Paris,.

Norsk Data expects to deliver

the system in January.
An executive with Norsk

Data said thatthe Soviet Union
has become the company's
fastest growing market.
Norsk Data’s CAD-CAM

systems are manufactured in
West Germany and, with the
opening of the Berlin wall,

company is looking to the East
German market.

In the Soviet Union, Norsk
Data participates in a joint
venture with the ' Soviet Insti-

tute of Technical Sciences.
After; two years of losses, the
company plans -a. radical
restructuring in which 600 jobs
are to be shed.
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Soci&£ Anotiyme

Incorporated as a Sod&e Anonyme dTnvestissement & Capital Fwe
in and under the laws of the Grand Duchy of Luxembourg

with limited liability

Registered Office: 2, boulevard Royal — L-2953 Luxembourg
BLC. Luxrtnhotifg B 24492

Notice is hereby gmn that a duly authorised committee of the Board of

Directors of die Company resolved to adjourn tbe Annual General Meet-

ingof the Company when it convened at 3.00 pjn. on Friday; 17th Novem-
ber, 1989 at the registered office of the Company, 2, boulevard RoyaL,

Luxembourg, in order to give shareholders an-appropriate period to con-

sider the Report of the Directors and Auditors for ihe
#
financial year

ended 30th June, 1989.The Annual General Meeting will re-couveoe on

3.00 pan. Tuesday, 12th December, 1989 at the registered office of the

Company at 2, boulevard Royal. Luxembourg. The Agenda for the re-

convened Annual General Meeting, will be as follows:

RE-CONVENED ANNUAL GENERAL MEETING
1. Submission and approval of tbe Report of the Board of Directors and

or the Auditors.

2. Approval of the Statement of Net Assets as at 30th June. 1989, of the

Statement of Operations for the year then ended and Appropriation of

the Net Profits.

3. Discharge of the Directors and ofthe Auditors..

4. Action cm nomination of the Directors and the Auditors.

5. Miscellaneous.

Shareholders are advised that no quorum is required for the items on the

agenda of the reconvened Annual General Meeting.and that derisions

will be taken by a simple m^ority of the voles expressed by shareholders

present or represented at the meeting with no restriction.

A shareholder is entitled to appoint a proxy to attend and vote instead of

him.A person appointed to act as a proxy need not be a shareholder.

Ifyou have already returneda proxy card in respect ofthe Annual General

Meeting-it will-remain valid for the reconvened meeting. Ifyou have not

so for returned a form of proxy in order to be valid such form of proxy

must be deposited with the Registrar. Banque huqmationale a Luxem-

bourg. 2, boulevard Royal Luxembourg, not less than48 hours before the

time appointed for the re-convened meeting.

In order to attend the re-convened meeting on 12th December, 1989, the

owners of bearer shares are required to deposit ihrir shares not less than

fiveclear days before thedateof the re-convened meeting at the registered

office of the Company or with Banque Internationale & Luxembourg,

2, boulevard RoyaL L-2953 Luxembourg.
• Byorderof tbe Board of Di recKxs.

17th November, 1959.

Insurer
suggests

ECGD link
By Peter Montagnon,
World Trade Editor

TRADE Indemnity, Britain's
leading private sector credit
insurance concern, bas
expressed interest in collabora-
tion with the Export Credits
Guarantee Department one** it

is restructured nnder proposals
doe to be unveiled by the Gov-
ernment before the yearend.
Tbe European credit insur-

ance market was likely to
become increasingly competi-
tive as the 1992 single market
took shape, Mr Richard Dug-
gan, Trade iwderoroty manag-
ing director, told a symposium
in Brussels.
“With such major competi-

tion Bmanating from .elsewhere
in Europe, the two UK majors
should put an act together
sooner rather than later," he
said.

Trade Indemnity's interest in
acquiring the short term credit

insurance business of ECGD
once it is put up for sale by the
government has been an open
secret In the industry, but the
company has been cautious
about spelling out Us ambi-
tions in public.

Mr Duggan dgnteti that an
affiance between the two con-
cerns would give them a domi-
nant market position.

The number of companies
offering credit insurance in
Europe would fall to less than
10 eventually from about two
dozen now in tbe competitive
i»|nnatB created by the stogia

market “Tbe odds on the UK
maintaining two separate spe-
cialist functions in that climate
therefore are probably very
long indeed.”
ECGD said it could not com-

ment on Mr Duggan's remarks
as the government has made
no formal announcement yet
concerning its plans for the
department which was not
therefore up for sale.

The proposals now under
consideration, however, would
allow for ECGD’s profitable
short term credit insurance
business to be spun off into a
separate company that might
attract private capital.

E Germany orders
Sanyo VCRs
Sanyo Electric, one of the lead-
ing Japanese consumer elec-

tronic groups, has won a Y5bn
(S35m) contract to supply
100,000 video cassette recorders

to East Germany, Ian Badger
reports from Tokyo.
The contract which Is to be

filled by next March, appar-
ently reflects the eagerness of
the new East German govern-

ment to respond to public dis-

satisfaction with the lack of
consumer products In the
shops. Sanyo officials said that

VCRs are among the most
sought after products by East
German consumers.

Norsk Data wins

£4^m Soviet order

Norsk Data, tbe troubled Nor-
wegian mini-computers group,
has won a NKr33m (S/Lfim) con-
tract to supply a computer-
aided design and manufacture
(Cad-Cam) system comprising
30 workstations to a Soviet
shipyard in Leningrad.

ADVERTISEMENT

THE VOICE OF SOUTH AFRICAN BUSINESS

A South African leader in equal
opportunity programmes
Barry Swart, Managing Director of First National Bank talks to John Spim, Finance
Editor ofdie Johannesburg Sunday Star.

Sfknt PintNational Bra* is one ofSooth Afrfcafe oldest
and largest bankin' groups. Hsw fer does the bank go
back and how does it shape up In terms of relative site?

Sant:Wwbeen intfae country for ISI yews, having started

off in Grabamstown in 1838 as the Eastern Province Bunk.
In 1925. it was absorbed fay Barclays Bank UK as Baiufoys
Bank Domndan Coiomal & Overseas and in 1971 a separate
subsidiary was formed, with Barclays offering 16 percent of
the shares to the South African public.

By irfmjiring from fallowing ns rights, Barclays UK’s
shareholding came down id pot under 40 percent by 1986,

when it decided to disinvest completely from South Africa.
ostemiMy because to student busmens was bring adversely
affected in the UK. Tbe shares me then taken Bp fcy South
African intercuts and the bank changed its name to Fin*
National Bark— a name weQ accepted fay our entire costotner

base.

FNB is miming neck-and-neck with Standard Bank as (he
largest bank in South Africa. FNB has 26000 employees,
is the world's 303rd-hngBSt bank (“The Banker", July 1989)
in terms at assets, runs S50 branches and a further 850
subsidiary, sub-branch and agency outlets throughout the

country.

Spin: The Sooth Africa hanhfag Industry as a whole
haaairt pate nted partkala^ watt in the past lew yeas.
What is the background to this pbenoaaeanoff

Swart: The return on assets has been pope Speaking far FNB,
we should be achieving a return at mam than 1 percent;

instead, we’re only achieving Q8 percent. Now while this

compare! favourably wfch some of the American majors, it

most be viewed in toe light of South Africa's high inflation

tee If we bad a low inflation me we could probably maintain
our capital base on a return of 03 percent

Ifyou look back to 1985. yeuTI find tot die Johannesburg
Stock Exchange's industrial and benkmg indices woe rareting

at the same level Since then, the industrial index has gained
substantially and the banking ndoc is halfthat of the Ddustrid
index — a reflection of just how tough the banking
environment has been (faring this period.

It's a shnation which mirrors what occurred in toe United
States K) to 12 years ago, when tbe banking sector fell from
grace with inwsura. High inflation saw to K da* noo-maaest
costs were rising faster man nao-sXaest revenues and banking
profits suffered accordingly.

The same sort at scenario has prevailed in South Africa
m the past three years- Investors saw this as a medium term

industry affliction.

Drat was but one ofour problems. There haw been maqy
more, onvmg them:

• In South Africa we tend to go for a Rofl»-Royoe when
a Ford would do thejob almost as wdL Thus, our computer
notations arc always Rolls-Rcgco-based, with tbe result, for
example, that South Africa has more automated teller
nrnritWa than wfest Germany. And MW of our anmnmrig

toller machines axe nmlti-&mctioiial as opposed to being

infrastructure to a lewd where iris among tbe most advanced
m the world. But we've had to pay the price in the form of
reduced profitability.

• There’s been a structural change since 1983, when the
banks started paying interest on current ncrorart. fartiadariy
painful has been tbe payment of current account interest to

tbe large corporates. This bas cost die beds hundreds of
millions — money, you might say, that has been creamed off
die banks’ bottom lines ty foefetge corporates,

• Banka have been too tolenok cf price innaaea. For
example, if there’s a 25 percent increase in postage rates,

taken die attitude that nothing can be done to overcome
tte problem. There ia. lbu send few letters. Wtebegjmfag
to come id grips witb that situation.

• Tbe banfa hare had to grappte wife foe probtars created

by interest groans, Tbe formers — a strong lobby — are a
good example- When ws pushed up our prime rate to 25
pace* in 1964-8Sh they were botfly ht They exerted pressure

on toe authorities, the result at which was that there nos a
limit to which we could increase onr prime rate. Wb had to
pay what we had to pay in the money maihet to balance our
books but we couldn’t increase onr margins equally on the
lending side. The same li^pencd in late 1988, though since
then monetary policy has been well bandied.

• Thar’s an undue concentration ofpower in Sooth Africa.% haw some 10 major groupings ,
among them Aqgio

American, Barlows, Cnd Mutual, Angkwaal and Sanfam.
What one «"«*» is that some small member of a

j

demands prime rale and a tow service fee from the

on the grounds fore it» partofa major business undertaking.
It occurs to them not that the parent company doesn’t
guarantee the facility. The bank is caught in the deft stick.

It wants the business of die parent comply and therefore

comities wjfo suchdemands, rationalising that his ody snafl
amounts that axe involved. But at the raid of foe day these

small sums aggregate. So small businesses are wetting tales

and foes at a Iwd so which they aren’t entitled. The industry

suffers as a result.

• Bedevilling profitability is what I call dumb competition.
Healthy competition is desirable because it keeps you on your
toes. But dumb competition, where banks go out and buy
market share by aimng prices and rates, has a kng term
negative impact on the industry because as soon as the bank
that is faiymg the business uses up its surplus capital, it is

going to have to put up its rates. By that tune the customer
is so accustomed to getting his money at 2 percent undo-
prime diat he doesn’t want to change and foe whole industry

suffers. Unfortunately, we’ve witnessed some of tins dumb
competition in recent years and it’s affecting the whole
indukry.

Spire What b FNB doing to overcame there barriers to
improved prcfltnhWty?
Swart: Ww taken a new look at our entire operation and
we've tried to cut out duplication wherever possible. Fix'

example, we formerly ran three treasury operations — one
in our industrial hank, one in our merchant bank and one
in the bonk itself. Wve cot out the industrial bank’s treasury

and we've divisionalised the industrial bank itself. Wve also

cut out other areas of waste. Wve streamlined operations
by looking at new ways of doing things. Three local head
office units have been merged mao two. WfeVe asked the

questions and we’re busy answering them. Eventually, the

bottom line will reflect these efforts.

On foe other side of the equation is the consideration that

foe banking business is made op basically of two elements— interest turn and the difference between non-interest
revenue and non-interest expenditure. Staff costs wah» up
shout 65 percent of the toner. Vtfc're trying to improve tbe
negative margin between the two by atafalroing costa and
improving revenue. W: hope thereby to narrow the gap.

This tawing been achieved, we can concentrate felly cm
interest revenue. Wfe haven’t just sat back and hoped that our
interest turn would improve. We've taken steps to push up
rates where we considered it necessary and we've taken steps

In the money ™rfar to better manage our liquid asset

portfolios and our deposit mixes.

FNB is also looking extremely carefully at its debt
. management. Our exposure to the fanning sector has meant

that wefw boa picking iqj the effects of more than one severe

drought yean Accordingly, we’ve taken stops to train all our
lending managers to become far more professional, bearing
in mind that in tbe past there may have teen an over-emphasis

on marketing. The heart erf banking is still Miring in deposits

and lending them at a profit, ftolxaps we uok our eye off

tint particular ball. No longer.
T Miiw.tlMt thf. hanHng nurinnfc in general and the wiri^

for FNB in particular is more encouraging than it’s been for
a couple of years.

Spine The banking services scene in South Africa has
been the subject of ateosto rattattBsation. FNB,
however, hasn't played a role in the process. Where do
you stand on this issue?

Swart: I would like to see more nationalisation in foe banking
services business. Ws*ve looked at several institutions but

haven't taken it any further because we haven’t crane across

any worthwhile rationalisation opportunities. I believe that

in the longer train building societies per se will disappear;

with the i»"b having building society divisions.

\fet while FNB hasn’t acquired a building society — to

other banks have done — in fact we’re foe fburtb-btggest

building society in foe country in our own right in terms of

our home loan book. And we've achieved tins feat in a

remarkable short period of time and ar relatively low cost

Spire: What fa FNTC attitude towards equal employment
opportunity?

Swart: FNB is a leader in South Africa when it comes to

equal opportunity programmes. We’ve gone into it in a big

way in the last seven years, though non-whites have worked

in our orgaxraatioa as tellers since 1958, at which time they

were being paid the rate for foe job.

Ws've set guidelines for ourselves — not absolute targets

— such that by the end of 1990 we weak! tike to see noo-

wbite South Africans comprising 40 percem of our clerical

and managerial staff. Wrc running at 32 percenton average

at present. The programme bas worked out well. There's no

Barry Swan
friction. Our diems have accepted it. Wfe believe that by
recruiting the right people now and training and developing
them, we are assuring the fawn: of our bank.
One ofthe prime yardsticks of the programme is that the

bonk doesn't appoint a person on the basis of the colour of
his or her skin. If there's a vacancy, our sole criterion is that
he or she can do tbe job. Otherwise, the equal opportunity
concept would toil.

The progress we’ve made along these lines is all die more
remarkable once it is appreciated that black South Africans
joining a bank are faced with a dramatic change. They must
adapt to a new language and a new culture. They find the
world of high finance alien to their urtningixig, making
adaptation to such an environment a difficult adjustment.

Nevertheless, equal opportunity is something which all

business entities must strive to realise. Wb must bring these
people into the mainstream of the cconomy.

Spira: Do you see aiqr of yonr non-white employees rising
into the npper echelons at your bank En the near future?

Swart: I would hope so. We have several highly promising
younger candidates — which is underaundabk. The older
employees haven't had the opportunities. But the younger
people have been better educated, have been exposed to
business and therefore take do it much more easily. In time,
there's no reason at all why we shouldn't have blacks into
tbe upper echelons of the tank.

Spiral With growing isolation of South Africa, a bank
(Bee yours which is, by its very nature an international
entity, must have suffered. How have you adapted to the
situation?

Swart: We travel abroad all the time and we keep abreast
of world treads as far as new products and systems are
concerned. Here we are as sophisticated as any other couutzv
and probably more than most.

The drawback bas been that our lines of credit have been
hampered by the debt standstill. Most South African banks
ate now operating rat a lower level of available dollar pool
than in tbe past because some credits have been repaid in
terms of the standstill. So the pool available to our customers
bas shrunk. It cramps our flexibility but we survive.

Spire: Will interest rates crane down in the near future?
Efow do you view South Africa^ economic ootiooh for the
next year or two?

Swart: I don't see much movement in prime rate (now 20
percent) between now and tbe middle of next year, after which
it sboold decline slightly. In 1991, it could move down to
around 16 percent, which is still high in comparison with
the 12,5 percent we saw IS moitths ago.
The economic signals are mixed. Bat on the capital

expenditure front I can toll you that we're sitting on proposals
running into billions of rands, which suggests to me diat the
economy won't go into a full-blown recession. Indeed, I

envisage an upturn by the middle of 1991.

Not to be ignored is (he fact that the economy has
performed remarkably well, having recorded a 3 percent real
growth rate last year at a time when the country was exporting
capital.

Obviously Td like to see a return to normality, where we
get imported capital helping us toward getting our growth
rate up to 5 percent, which is what is needed.

Unfortunately, I don't see this happening in the near future.
Of course well survive and in some ways it’s making men
out of boys. Pressure is never very comfortable but it does
bring tbe best ora of people.

Die pity of d is that it keeps a lot of underprivileged people
out of jobs. That's the folly of sanctions.
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Bush shows his competitive streak ahead of summit
By Lionel Barber in Washington

WITH fast over a week togo bgfow

meeting with PresWoit MWiail Gotta?

chev, President George Bnsh looks and
sounds H\p a man eager to prove to tne

world (and to himself?) that he is op to

the challenge of dealing with the Soviet

leader. .

Than is a cranpetitlye streak in the

President which applies as much to

superpower diplomacy as to catching

fish! and it surfaced during an mtei>

view with the Financial Hines and

other foreign newspapers this week.
Twice, he grew animated. First, be
revealed a cold Any at Congremdonal
accusations that he is too “timid” In
reacting to change In the Soviet bloc;

second, when he was asked by a Mal-

tese journalist which leader thought

first of the supeipuwei encounter in
the Mediterranean.

•Bight here,” said the President,
pointing to himself.

Throughout, Mr Bash, who meets

with Mrs Thatcher, the British prfnm
minister later today, wished to demon-
strate he is alert to toe •self-evident”

changes in the world, and that he is
ready to respond to them. But he made
dear Bmt the US role in p™wtiny or
shaping the reform process in Eastern
Europe should be limited.

Asked whether the US would support
Hungarian neutrality, Mr Bush replied
that US should state the principles of
freedom and democracy. “I think ft

would be a mistake.finr toe.CS to.try to
dictate to a country what course It

ought to fallow in relationship to the

Warsaw.P&ct, toe Soviet Union or any-
body else.”

Mr Bush would dearly Eke to aee a
mwifin* hands-off approach adopted by
Mr Gorbachev, but he remains uncer-
tain about the limits of Soviet toler-

ance; hence his eagerness to sit down
for a private conversation with toe
Soviet leader next week.

Thatcher faces restrained welcome in US
Peter Riddell reports on a special relationship which has begun to lose its shine

W HEN Mrs Margaret special relationship. US-Briflah

Thatcher last visited ties would remain strong, but

Washington just over there would be other partners.W HEN Mrs Margaret
Thatcher last visited

Washington just over

a year ago to say farewell to

former President Ronald Rea-

gan, die was graded with fall

pomp and ceremony and
extravagant exchanges of com-
pliments.
When she arrives this even-

ing, the mood will be more
restrained. President George
Bush will be polite and atten-

tive — toat is his style and
character. But even if Mr Bush
does not say so himself, the
view of Washington policy
makers towards fibs Thatcher
and Britain has changed sub-

stantially during the past 12

months.
It is partly a matter of per-

sonalities. Mr Bnsh is never
going to share with Mrs
Thatcher the same camarade-
rie Mr Reagan had with her as
fellow crusaders of the 1980s -
which gave her special access

to toe Oval Office. The Rea-
gan-Thatcher relationship was
perhaps too dose in the view
of one senior US official

involved; toe US looked to
Britain too much to handle

prQb|«^nHt-
President Bush signalled

during his first European visit

six months ago that toe bal-

ance would be corrected -
that there was to be no one

special relationship. US-British

ties would remain strong, but
there would be other partners.

Mrs Thatcher would have to

stand alongside Chancellor
Helmut Kohl and President
Francois Mitterrand.

But, more significantly, toe
shift is also of policy. The Bush
Administration has developed

a more positive view of Euro-
pean integration than its pre-

decessors - not only of the
1992 single market process but
also of toe political desirability

of a strong European Commu-
nity at a tone of such rapid
change in Eastern Europe,
underlined by the re-emer-
gence of the German Question.
This has farther shifted the US
focus towards Beam.
Mrs Thatcher and Britain

have appeared to be reluctant,

and increasingly isolated, par-
ticipants in these changes.
Hence US views are now a lit-

tle out of step with Mrs
Thatcher's, if not Foreign Sec-
retary Douglas Hurd’s. The
State Department would
undoubtedly like Britain to
play a more positive part in
European integration, what-
ever form that takes. Id their
eyes Britain’s international
role is through the EC, not
through a sppcfai relationship.

The differences should not,
of course, be exaggerated. On

Bush ThnWiw at fhrfr

many detailed EC issues, such
as banking reciprocity, the
social charter or economic and
monetary thp US sym-
pathises with British views
and doubts. rnHawt

J as *wi« offi-

cial remarked, it may «writ the
US to have an ally to the right

Aahtor Amtmood

last Downing St meeting
like Mrs Thatcher - as she
was, for example, over the
short-range missile argument
The US worry is more over

the general approach and lan-
guage she adopts. As Mrs Rox-
anne Ridgway, the former
European, assistant-secretary.

paints oak "For aQ toe reluc-

tance, a dwrfmcm has to
he made about where is
Britain’s fatnre? British indus-
try or banking will tell yon it's

on the Continent Whether
that's a happy or an uncom-
fortable prospect is irrelevant”

' Nevertheless. Mrs Thatcher
stffl esgoys a high personal rep-

utation in the US. The toocra
which have so shaken British

political life in the past few
weeks tmn mraittm have barely
registered in Washington. This
is in part because US reports
on the UK generally fall to
appreciate the distinction
between a presidential and a
Cabinet system, and also
because the attention ofAmeri-
can reporters public has
inevitably been on events far-
ther east in Europe.
Whatever the reason, barfly

anyone, even in Washington.
ban begun to fa»Ur about ttw
possibility of a post-Thatcher
Britain.

Some British advisers pri-
vately think that the US’s
wanner links with West Ger-
many, and even France, will
come under strain and it will

look again to the UK as its

most nullable ally. But there
are dangers of sdfdeluskm.
The US now believes its inter-
ests are served by Britain
playing a fall part far Europe.

Piers Fletcher is a futures broker

and chose the tie. The Harvey Nichols

was his wife Pauia's idea.

An investment in pure new wool.

HARVEY NICHOLS
a whole new floor for men
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to be considered after rriecticm

by the Contras, of Wcaragum
Government proposals lor a

under the Tela summit
accord of last August, the five
presidents agreed that the

.

Honduran territory, be demobi-
lised by December 5 this year.
In return the Nicaraguan Gov-
ernment promised a of
internal political reforms and
agreed to suspend legal action
apriw^t fb» Honduran Govern-
ment at the International
Court of Justice GCJ) at the

At the beginning of the
mouth the Nicaraguan Govern-
ment announced the lifting of
a 19-month ceasefire following
renewed Insurgencies by the
Contras and a sharp increase
in
Nicaragua is now to the mid-

dle of an election campaign.
General elections are to be
hdd on February 25 next year.

Bilateral talks between the.
Government the Contras
were renewed two weds ago

but toe Government said that
it is only prepared to negotiate
the means of the Contras’
demobilisation. The Contra
leadership, however, ' has
insisted on maintaining its
forces intact -until after, the
ejections. Government propos-
als iTininttori an extension of
the demobilisation deadline to
December 81 and for the cease-
fire to be reinstated on cantor,

tion the Contras withdraw
some 2^00 troops from Nicara-
gua which have infiltrated Jg
doting recent weeks. The pro-
posals were rejected.

The Central American neai»
accords face a serious aettmfc
as a result of foe collapse of

fall to comply with toe agrees

ment Nicaragua wm repew na

IWgatbm at tna ICJ and misht
again resort to crow^wrw
raids against the Contra camps

. as it has done in the past.

Honduras already has a oti-

dal decision pending at the JCJ

aver a decades-old boundary
dispute with El Salvador. Tbs
six pockets or fnfsoim aim
thdrjditt frontiers still in dis-

pute have been u»d by toe

FMLN guerrillas in El Salvator

to establish., some of their

mountain
• Major-General AgustinQue-
aadg Gmn*»z, a Spanish officer,

will lead the united Nations

Observer Group far Central
America (ONUCAX the 625-

member border patrol force

being stmt to bait arms ship-

ments to El Salvador’s left-

wing rebels, and to stop Contra
raids into Nicaragua. . AP
reports from the UN. . -

The force wQl have military

observers from the armed
-forces of Cmiada. Colombia.
Ireland. Spain and Venezuela*

.

and logistics units &om Can-
ada and Venemmla..

El Salvador hotel siege ends
PRESIDENT George Bush said
yesterday that he had sent a
special US mffitary counterter-
rorist force to El Salvador to
help end the hotel siege in
which US soldiers were
trapped, Baxter reports from
San Salvador.
The stand-off ended yester-

day when the 12 US Green
Berets were taken for Salvado-
rean troops from toe Shgrafawi
hotel, which had been deserted
by the rebels who stormed it

more than 24 hours anrifar

The rebels seized part of the
hotel on Tuesday doring an

attack on the weahhy'BBCakm
neighbourhood north of the
city, the latest action' in an
offensive against government
troops tint began an Novem-
ber 11.

Mr Bush sati he
a special operations team to
San Salvador on. Tuesday to'

help the Salvadorean xmmary
end the siege at the hotel..

.

The 12 Green Berets lxarf

been among the guests at the
hotel and were trapped on toe
6th floor.

"We have specially trained
forces. They are traiwad to do

tob kind of mZsskm. Tbqy were
put on alert. They were sent
and they performed their ndfr-

skm and toank God they didn’t

have to ton a shot," he told'

reporters aboard Ms aircrafton
the way to Memphis, Ttanee-

Hesaid thatMr AlfredoCris-
tfemi, £t Salvador’s' President,
waa consulted on the move but
did not specifically request toe
help of the US mffitary. The OS.
has provided about f&Sbn to
oppose toe insxugency sod K
us mintary advisers aiM
aerigued to the country.

US durable Nissan plans to Invest
goods over $ibn in Mexico
orders fall |

By Richard Johns in Mexico City

By Anthony Harris in

Washington

US orders for durable goods
Ml by 0.6 per cent in October,
according to the first estimate
from the Department of Com-
merce, and civffian orders rose
by 0.5 per cent.
This fall is considerably

smaller than the markets had
expected; but the figures for
September, originally reported
as a 02 per emit increase, have
been revised to show a LI per
cent falL Over the last two
months orders have fallen by
L7 per cent, against market
expectations of 2A -per qy**-

Huge month-tomonth fiucta-

tkms in defence orders have
distorted toe trend. These rose
by S&9 per cent in September
and then fell 12.4 per cart last

month. Cfvffian durable goods
orders fell by &5 per cent in
September, and recovered by
(L5 per cent last

Tuning- of aircraft orders
appears to have been a major
factor. Orders for transport
equipment rose 3 per cent,
after falling nearly 11 per cent
the previous month, and are at
much the same level as July.
Excluding the transport sec-

tor, durable goods orders in
October fell L8 per cent, after
rising 2J& per cent in Septem-
ber. Excluding both these vola-

tile sectors, which account for;

about a third of total dnrah^»

. goods orders, toe total fell OS
per cent in October, after no
change in September.
There was an unexpected

recovery in orders for cxvffian

capital equipment, seen as an
.indicator of fixture industrial
expansion. These rose by 3£
per cent in the month.

Curbs on
LBO benefits
By Potor Riddell, US
Editor, In Washington

THE tax benefits of corporate
leveraged buy-outs have been
restricted, as a result of

NISSAN plans to Invest more;
tf»m glim in Mexico, to doobls
ttn motor nmtiofaiifairhtg rftjwys
ity from 120,000 to 240,000,
according to tiie Ministry of
Commerce and Industry
(gecofi).

The company has made it
dear that any fixture expan-
sion will depend on a farther
three years’ extension of the
blanket ban on imports of
motor vehicles. B is believed
that Seoofi, whfcdk is drawing
up new regulations to govern
the ante industry, which come
into force at the beginning- Of
next year, has decided to lift

curbs from 1092 onwards, but
to impose a M per cent tariff

on imports rattier than toe 20
per cent the industry has been

pressing far.
Such «i grtamdnq tuuf fanifflt

could be eziough to satisfr Nis-
san. Secoffs announcement fol-

lowed a visit to Javan by Mr
Jaime Serra Puche, Minister of
Commerce and Industry, who
had discussions there with
more than 35 companies on
possible investment projects.

Secofl spoke of "the cer-
tainty of doubling Japanese
investment in Mexico In the
near fixture.”

Until the end of 1968, appro*-,
als for Japanese protects by the
Government amounted to
SL2bn. But Nissan, with an
investment of over 2600m,
reckons to account for two-
thirds of the amount actually

Brazil trade surplus falls

to low point for year
By Ivo Dawnay in Rio de Janeiro

BRAZIL’S trade surplus for
October dropped to *L03bn, the
lowest monthly figure thta
year, as the Government's cut
in import curbs for purchases
overseas rose to $l.72bii, or
$548m-up on toe same-month
last year.

Officials believe the total
year-end surplus will not sub-
stantially exceed the |16bn
originally forecast. Earlier this
year, informal projections for
the surplus were revised
upwards to fldhn. The accumu-
lated figure for January-Octo-
ber stands at $l423bn, or 1L7
per cent down on the same
period In 1968.
The latest trade figures show

a sharp $5Q2m increase in

imports of capital goods as
industry continues to replace
old equipment- Forecasts now
suggest the increase In
imported raw materials -
largely minerals - and eapi^i
goods will mid around S2tm to
the total import bill by the end
of the year.

Brazil him been systemati-

£5? “prohibited
Ust of imports throughout
1989 as part of its policy to
liberalise trade.

y

• Fort workers across Brazil
want on indefinite strike yes-
terday, demantUng pay parity
wffli dockers at toe country's
largest port of Santos In S3o
Paulo state. The union fa seek-
ing rises of 23^7 per cent

MU which was finally approved
by Congress early yesterday.
Corporations will not be able

to carry bade losses, that is

claim refunds of past tax pay-
ments, as a result of interest

payments on borrowing to
finance toe takeover of another
company. This applies to trans-

actions after last August 2 and
is expected to raise $226m.

Separately, toe bffl seeks to
curb "junk” bands, by curtail-

ing the tax benefits for zero-

coupon bonds that postpone .

cash interest payments.
Depending on the yield of the

bond, interest deductions wffl

be either deferred until interest

is paid or the payments will be
treated as distributions of

HulSamuelOverseasFund
SICAV
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UK NEWS

UH KENNETH Baker, the
Conservative Party chairman/
wanted yesterday that a lead-

ership chaifengp to Prime Min*
“ter Mrs Margaret Thatcher
would he an “Irrelevant dis-
traction*, write Philip Step,
hens and cawdL
Meanwhile dissident Tory

MPg faeBed speculation that
withto the next week they win
force foe first such contest to
the Conservative Party since
1975.

In an interview with the
Hmmdal Times, Mr Baker
gave -a dear signal that the
Government now expects to

mn almost its iftiTj prUnnww-
tary term to mid-1992 before
cafflng a general electkHL
He said the Government

would need time to bring down
inflation and 'to restore "the
economy’s growth rate. On die
election date he safck'T think
we have to think in i*>»'ncf of
1992". The party would be
ready, however,, to go to the
country a£ «n earlier date.
Bis remarks on the leader,

ship were echoed by Viscount
Whildaw, the deputy leader of
the party. He told Westminster
^onrnaHutB that he hoped back-
bench MPs would dose ranks

Thatcher in leadership challenge
behind bfrs Thatcher and end
their "gossip, rumour and
internal intrigues*.

Mr Bake: refused to specu-
late on whether a dmitenga
now looked unavoidable but
fagjgteH Hat! "i think a leader-

ship contest Is unnecessary. It

is an unnecessary distraction

and it is irrelevant". He said he
had been in contact with party
activists: “The message is very
very clear.—There is over-
whelming support for Margaret
Thatcher”. Mr Baker said that
he was convinced Mrs
Thatcher would lead them into
the next piwrtinyi.

Other wnjnr ministers, how-
ever, said party managers at

Westminister-the whips -were
now planning on the basis that

there would probably be a chat

Anthony Meyer, the UP
for Chryd North West and a
long-time critic of the Prime
Minister, repeated yesterday
that he would probably put
himself forward if no other
candidate flagged.
The bam and tea' rooms at

the House at Commons were
awash with rnmoms of plots
by others on the left of the
party. Their aim would he to

attract enough support and
enough abstentions to signifi-

cantly undermine Mrs
Thatcher’s position. That
might pave the way lor a more
SenOUS nhalter^gw na^ year.
The party's 1323 Committee

is expected to announce late
today that nominations for
candidates • a mere formality
in each of the last 14 years-
win open immediately. They
would dose a week later with
the results of an «k^Hon Aim
on December 5.

The Committee, which repre-
sents all backbench MPs and
and has a powerful inflnanrw

(Hi Government policy, mean-
while far**: its own internal

division.

Sir Marcus Fox MP is expec-

ted to be nominated to stand

te the chairmanship. The post

has been held, unchallenged,

for the last five years by Mr
Cranley Onslow, the MP for

Woking, who will stand for re-

election. Tory MPs do not
believe that sir Marcus has
any reunion of mounting a suc-

cessful challenge but he is

expected to win a respectable

level of support in the ballot,

which will be held next Thurs-

day.

the last drop
waterout

Andrew Hill on the price set for privatisation
“ iter an fire poGBc rela-

tions hype, use mofatfas
of water commercials

and the endless dribble of
small flnnnrm{mteb on the
privatisation of the water
industry. yesterday’s final
press conference came as
something of an anticlimax.
The unveiling of the juice-

digital figures illuminated
against a water-filled screen -

probably looked exciting to
the television - cameras r for
which itwas intended, but tt

left the politicians and mer-
chant bankers- on the platform
smirking with embarrassment.
Following semi-official teaks

to the weekend press most peo-
ple.already expected a common
share price of 240p for each of
the 10 wkwhuimw tmA an aVBP-^ dividend' yield of about &5
per cent So it proved. On the
basis of the &55 per cent yield,
the whole industry Is worth
£&24bn.

If there are no significant
market corrections between
now mid the first day of deal-
ing on December 12. the under-
writers and sub-underwriters
will escape, with their fees-
likely tp top £44m in total - and
individual company' shares
could rise to a premium above
the issue price on Day One.
That would being the dividend
yield down, to Just undo: 8 per

.

cent, against, say, a OS per
cent prospective yield on Btitr

make the 10 companies Took
‘

equally alluring to investors.

Welsh Water, for example,
received the second highest
yield of 9.31 per cent -more
generous than expected. That
probably takes account of
reduced takeover prospects at
the company. Unlike its coun-
terparts, which will emerge
from thft shelter Of a 15 DST
cent limit on share stakes after
five years, Welsh requires 75
per iwtt fihamhnirtgr approval
to end tile protective limit.

As expected, South West has
received the highest yield -9.68
per cent -which win do some-
thing to afibet the bad public-

ity caused by pollution acci-
dents in its region over the last
18 mwrtkLM r Robert CStes ofinde-

pendent brokers
t

-

ping A Crnicksfaank
said yesterday: "I think the
Government has got South
West’s yield right; it isn’t a
bargain, but it win probably
make sure the company is
sold."

Mr Wfif Wilde, an analyst at
Citicorp Scrimgeour Vickers.
Said he threiffllt mramlnatifwi df
the terms of the flotation
might overturn some predic-
tions about the companies
likely to be the Investment

T hames, which has ambi-
tious plans to diversify

into non-core busi-
nesses, has the lowest yield at
8J per cent
The din i

that a group Of 18 hawks and
securities bouses wffl receive
average commission of 0J.731
per cent for acting as primary
underwriters an 785 per cent
of the issue. That reflects the
current uncertainty of mar-
ket and the increase in under-
-writing risks since BP’s
ill-fated issue in 1887, when
commissloai reached a low of
0518 per cent
Sub-underwriters - mainly

institutions which already
want to buy water shares -will
receive half the underwritten

ish Gas
Analysts yesterday were

intrigued by the way to which
the Government had tried to

“T thtok there- has been an
underlying assumption that
Thames is the most attractive,”
he Bald yesterday. "But I don’t
think it necessarily follows
that it is the best company to
invest in.”

shares fir sure. A proportion of
tile other half nan be clawed
back if the issue is a success
with private investors. For
shouldering the greatest risk,

sub-underwriters win take a
foe of £25.7m from the Govern-
ment.

Overseas institutions, which
have pledged to take up to 1&5
percenter the whole issue win
get about £l2m in fees. More
haw Tmif of the overseas allo-

cation of shares will be mada
available to Japanese inves-
tors; a quarter could go to con-
tinental Europe and the bal-
ance to flanarfa (up per cent)
and the US (93 per emit).
The Financial Times will

publish a special three-page
analysis of the water privatisa-
tion in- WeekendFT this Satur-
day.

Monopoly
probe into

Bupa deal
AN ACQUISnTON which has
maria British. United Provident
Association the largest private
hospital operator to Britain
was yesterday referred to the
Monopolies Mergers Com-
mission. writes Alan Pike.

Mr Nicholas Ridley, Trade
and Industry Secretary, said he
was asking the commission to
investigate and report on a
ras™ agreed bid by Bupa for
Hospitei Qurpqrati*”* of Amer-
ica’s 10 hospitals aid seven
nnwring bmppq in the UK. The
Hinton to refer the acquisi-

tion was made on a recommen-
dation from the Director-Gen-
eral of Fair Trading-
“The Secretary of State con-

siders that there are possible

op competition in the
UK market for the provision cf
private acute hospital care and
health care, and insurance
which deserve Investigation by
the commission,” said the DTL
Bupa is by tor Britain’s larg-

est private health insurer as
well as a hospital operator,
with about 60 per cent of

.
the

fognTnni»o wiariwt.

The acquisition ofHGA gives
Bupa ownership or control of
90 hospitals with 1563 hospital

beds.
This pots It ahunri of the

other two big hospital opera-

tors — AMI Healthcare and the
charitable Nuffield Hospitals.

Even after the HGA deal
Pnpft is to a rwftwirfty pmriHon
in the independent hospital
sector - there are 309 private

hospitals with more than lOjOOO

beds — and the HGA bid »Tww
would not have prompted a ref-

erence to the monopolies com*
WlfaglwW-

S.G. Warburg challenges

proposed rale on goodwill
By David Waller

S.G. WARBURG, the London
investment hBk 1ms written
to the Accounting Standards
Committee complaining that
iteproposed new rules on good-
will accounting will make UK
companies more vulnerable to
takeovers.
Warburg also says the rules

will remove a competitive
advantage when companies
main* acquisitions
This is the first time such an

influential institution has
entered the debate on how
acquisitive companies should
account for goodwill - the dif-

ference between the net assets
of the company they buy and
the price they pay for it.

Finance directors of many
listed companies are worried

that the ASCs expected ruling

on the subject will sharply
reduce reported profits. The
ASC wants companies to capi-

talise goodwill on their balance
sheets and write it off via the
profit and loss account over a
nirnihw of years.
The Warburg letter points

out that the stock market may
rhnrtat* to value the company
on the hagjg of the lower prof-

its figure.
Given that the underlying

profits performance of the com-
pany would not have changed
at all, that could make it vul-

nerable to takeover. It also
says that existing accounting
rules favour UK companies
when making acquisitions
overseas.

Ambulance dispute

widens as crews ban
non-emergency runs
By Fiona Thompson, Labour Staff

THE 10-wesk-long ambulance
pay dispute widened yesterday
when crews across the country
imposed a ban on all non-emer-
gency work.
Tens of thousands of out-pa-

tienfc and routine journeys
were abandoned, resulting in
elderly and mentally HI people
not attending day centres and
widespread cancellations of
hospital appwifaianta.
The only exceptions were

children under 14; expectant
mothers; patients for cancer,
renal dialysis and radiotherapy
and terminally ill patients
leaving hospttaL
Some crews have had their

pay docked for refusing to han-
dle non-urgent calls and ambu-
lance officers were calling in
a-rtn and minibuses, but ^

for most services was too
to bridge.

to London, management of
the London Ambulance Service
and the unions exchanged bit-
ter accusations throughout the
day. LAS accused crews of ref-
using to attend emergency
calls in six instances in spite of
their pledge that all emergency
calls would be answered.
Mr Tom Crosby, London’s

chief ambulance officer, said
the incidents demonstrated
dearly that a safe and reliable
emergency services could not
be run in London under the
current restrictions being oper-

ated by ambulance staff.

Nape, the public service
union representing the bulk of
ambulance workers, strongly
denied each allegation. Mr
Roger Poole, the chief trade
union negotiator, said LAS
management "must be in a
desperate state of confusion
and chaos."

to the control room at LAS,
control assistants were refus-
ing to put emergency «»»«
through to the police, but
senior controllers were passing
them through mdng ftaetnifle

machines.
Management has been put-

the bulk of emergency
through to police and

troops for two weeks, since
crews at the capital’s 71 sta-
tions were suspended for refus-
ing to naa radios as manage-
ment wished.
Mr dike. Health

Secretary, yesterday accused
tile iminnn of teTIriwg fiction

"

when they promised to protect
emergency services. "They’re
taking Bfkthnwtanhig action
in order to get us to settle a
highly-excessive pay claim," he
said.

The five unions representing
the country’s naw amhulama
workers have rejected a 6^ per
cent 12 month pay offer and a 9
per cent 18 month one. The
offer for London staff is worth
1L8 par cent over 18 months.

Wages growth expected at 8.5%
By Norman, Economics Correspondent

THE Government expects only
a modest slowdownm the rate
of wage increases next year,
according to the final version
Of its autumn gtatemwn* on the
economy published yesterday.
Figures supplied by the Gov-

ernment Actuary showed tiiat

average earnings are expected
to increase by &5 per cent in
tbs 199081 financial year com-
pared with an increase of
around &25 per cent projected
for 196980.
The aitfarmn statement, the

arwumi outline of the Govern-
ment's spending plans to Par-
liament, stipulates that the
actuary’s assumptions are not
forecasts nor predictions. How-
ever, to a procedure designed

to give the assumptions an
“arm’s length” quality, it is

understood that they are sup-
to the actuary’s office by

Treasury only for the actu-
ary to pass them back to the
Treasury for inclusion in the
statement
to recent weeks, the Prime

Minister, the Treasury, the
Bank of England and the
Department of Employment
have all warned that unem-
ployment will rise next year as
growth slows unless wages
increase at a much slower rate
than In the past

Yesterday’s final version of
the Autumn Statement makaa
clear that the Government
believes a rise in unemploy-

ment will be unavoidable as
the economy slows next year.
It contains further assump-
tions from the Government
Actuary that the average num-
ber of unemployed to Great
Britain will increase to 1.75m
in 1990-91 from L67m to themnwit financial year.
This outlook contrasts with

news yesterday of a continuing
flail in file nnmhar of ]pnggr
term unemployed in the UK.
The Department of Employ-

ment aairi the number of peo-
ple claiming unemployment
benefit for more than one year
fen by 6LOOO to 613,000 to the
quarter to October. The Octo-
ber total was 272,000 lower
than in October 1988.
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Sbotsaotoythrough* simple

Wawpfoe, the curare tipped

anewbarelypenetratestheskin.

Vfat itaevery shrike is fetal.

Within 30 seconds the victim’s

modes; relaxso completely that

breathing stops.

For centuries. South Amer-

ican hxftms have used the dead-

ly poison when stalking their

prey.Then, hi1942,surgeons tBs-

eavered data tiny measure of

curacy combined with moderate

amounts of ether, could relax

a patient's nmsdes more effect*

hrely than massive doses of

ether akmo. And with two

important advantages: better

anaesthetic control and fewer

postoperative compBcations.

But there were also draw-

backs. Natural curare lowers a

patient's blood pressureand can

cause allergic reactions. So Akzo

researchers developed a pro-

paratioa whkh relaxes muscles

more efficiently and with

far fewer side effects- This safe

solutionquiddybecamethemost

wfdely used muscle relaxant In

western meddne. And it helped

madeanaesthesiologythe exact,

high-tech science it is today

Eadi yea* we aSocate some

US S150 mgfion to medical

research, with emphasis on dia-

gnostics, gynaecology, canfio-

rascular diseases,cancer-control

and of coarse anaesthesiology

Hie are makfaig sanBar ad-

vances In the fields ofdmirab,

fibres, polymers and ooatfngs.

With 70,000 people in 50 coun-

tries,we rankamongthe worlcTs

largest dmmiral companies .

For farther Information:

(31)85 56 36 33. Akzo nv,

PABox 9300,6800SB Arnhem,

the Netherlands.
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on EC merger

By Jane Fuller

EFFORTS to agree a European

Community policy on company
mergers could run into diffi-

culty today because of West
German reluctance to relin-

quish national powers.

The curtailment of national

jurisdiction over large cross-

frontier bids Is the issue most

likely to upset a meeting of the

EC's internal market council in

Brussels.

Mr John Redwood, the Brit-

ish Corporate Affairs Minister,

said if agreement was not
reached cn all the outstanding
issues by the end of December,

the move wouid “die with the

French presidency." He expec-

ted progress to be made at

today’s meeting, but for it to

take one more session to final-

ise the policy.

Most worrying was a harden-

ing of the West German atti-

tude towards national jurisdic-

tion. “The Germans would not

be concerned if the EC blocked

a merger, but if it allowed it,

they would want a go as well,"

he said.

The Federal Cartel Office has
been anxious to reaffirm its

stature after the blow to credi-

bility caused by the Bonn Eco-

nomics Ministry's decision to

allow through - against Its

advice -the aerospace and
defence merger between Daim-

ler-Benz and MBB.
Mr Wolfgang Kartte, the Car-

tel Office president, is eager to

ensure that the proposed EC
merger legislation does not
tone down his office’s powers

to veto large company mergers

in West Germany.

But Mr Redwood said the
West German stance could

amount to an abnegation of the
“single stop" idea, central to

UK cause, whereby companies
would in general only need to

worry about referral to one
body: either their national one
or the Commission.

Mr Redwood said the negoti-

ations would focus on the defi-

nition of national and local

markets. It has already been
agreed that a merger can also

be examined by a national
body if a competition problem
is created In a particular local

market - the hinterland of a
large town, for example.
Another possibly conten-

tious issue is the arrangement
to review the new system after

four years. This would raise a
question dear to the hearts of

small countries: the threshold

above which bids are automati-

cally referred to the Commis-
sion.

A figure of EcuSbn (£3.6bn)

had been agreed, but smaller
countries want this to fall to

Ecu2bn after four years.

On the question of bids by
companies from non-EC coun-
tries, the French were becom-
ing isolated, said Mr Redwood.
They had suggested that the
Commission should block a
takeover if it did not like the
arrangements in the predator’s
country, on the grounds of
“reciprocity."

The counter view was that
this gave out the wrong sig-

nals, smacking of “Fortress
Europe", to countries like the
US and Japan at a delicate
time for world trade. The UK
was keen that no new barriers
were created to the Inflow of
foreign capital, he said.

One area which seems set-

tled is the criterion for a refer-

ral With very few exceptions,
it would be on competition
grounds only. This would kill

off the idea of nurturing
“Eurochampions" to take on
Japan and the US.

Fniaiis trade Ifeody launched
By Barry Riley

TWELVE top investment
management companies
looking after funds of some
£150bn have become founder
members of a new trade associ-

ation whicb will represent the
interests of UK-based institu-

tional fund managers.
The Institutional Fund Man-

agers’ Association (IFMA) was
launched yesterday and hopes
to recruit more than 50 other
management firms, including
subsidiaries of foreign groups.
IFMA 's chairman is Mr

Charles Nunneley, chairman of
Robert Fleming Asset Manage-
ment, and it has appointed as
director general Mr Richard
Weir, recently director general

of the Retail Consortium, and
formerly chief executive of the
Building Societies Association
between 1981 and 1986.

Mr Nunneley said that the
founding of IFMA reflected
increasing concern within the
investment management com-

munity that there was not a
single voice able to reflect the
industry's views collectively.

During the implementation of

the new regulatory structure
set up under the Financial Ser-

vice Act fund managers, he
claimed, had felt “seriously
deprived".
Other bodies such as the

Association of British Insurers,

the National Association of
Pension Funds and the Institu-

tional Shareholders Commit-
tee, a group reconstituted ear-

lier this year with the backing
of the Bank of England, repre-

sent the interests of institu-

tional shareholders.
Mr Nunneley stressed that

IFMA will represent profes-
sional fund managers rather
than shareholders. However,
the association would work
closely with the shareholder
bodies. He said that there was
support lor the new association

bom the Bank of England and

the British Merchant Bankers'
Association, while Mr David
Walker, chairman of the Secu-
rities and Investments Board,
the top investment regulatory
body, had offered his “warm
approval and support”

Mr Nunneley said miscon-
ceptions about the investment
community were prevalent out-

side the City of London. It was
important to improve commu-
nications between industry
and the investment commu-
nity.

The founders of the new
association are Barclays de
Zoete Wedd, Baillie Gifford.

Baring International, Robert
Fleming, Henderson Adminis-
tration, Imperial Chemical
Investment Management, M &
G. Mercury Asset Management,
Morgan Grenfell, Phillips &
Drew, Prudential Portfolio
Managers and Scottish Amica-
ble.
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In Brief

Unit trust

purchases
unhurt by
market fall
Unit Trust investors brazened
out the stock market fall last

month without panic, figures

from the Unit Trust Associa-
tion show, writes Eric Short

Investors bought £956.8m
worth of units in October, the
third highest monthly sales
this year, but investors also
cashed £877.5m worth of units
in October, the highest
monthly figure since the Octo-
ber 1987 crash.
The result was a net invest-

ment into unit trusts of £79.3m.
the lowest figure since last
December.
Most of the activity in unit

trusts is reported to come from
other institutions, mainly hfe
companies and penninn funds,
or individuals Investing
through professional advisers.

There is no widespread invest-

ment by individuals.

The value of unit trust funds
under management fell by
£2.6bn in October to £53.4bn,

down 4.6 per cent against a 7.6

per cent fall in the value of the
FT-Actuaries All Share Index
over the month.

UK pay less

British senior managers earn
less on average than their
European counterparts but are
more likely to receive share
options, cash bonuses and a
company car, says a survey by
consultants Monks Partner-
ship. The 12-country survey
showed Switzerland had the
highest paid managers.
Of the UK managers sur-

veyed, 53 per cent had share
options against 44 per cent in
France and 34 per cent in Ger-
many and the Netherlands.

Kinnock in France
Mr Neil Kinnock, the opposi-

tion Labour Party leader, will

today hold talks in Paris with
President Mitterrand, followed
by discussions tomorrow with
M Michel Rocard, the French
Prime Minister.

Tax jobs to move
A further 1,200 Inland Reve-

nue jobs are to be moved out of

London to offices in the North
of England, Scotland and
Wales by mid-1992.

Orders slump suggests building
By Andrew Taylor, Construction Correspondent

FEARS that the British

construction output Is poised

to decline after eight consecu-

tive years of growth are likely

to have been fuelled by figures

yesterday showing a fall in

orders received by contractors.

Figures published by the

environment department
reveal that orders In July,

August and September fell by 9

per cent compared with the

previous three months and by

3 per cent against the corre-

sponding months last year.

Private investment in office

and retail developments, as
well as for private housebuild-

ing, fell during July, August

and September due mainly to

high interest rates. Bank base
interest rates since May last

year have doubled, from 7.5 per

cent to 15 per cent
Housebuilders have been

worst affected, particularly in
southern England where home
prices and mortgages are
higher than in other regions.

Orders for private housing in

July, August and September
were 18 per cent lower than
during the previous three
months and 26 per cent lower
than during the corresponding
quarter last year, according to

file environment department
The housing market has

worsened since September
after further rises hi bank base
and mortgage interest rates.

The share price of Tarmac,
Britain’s biggest housebuilder,
fell by 10 per cent on Tuesday
after the group warned that
profits would fall this year fol-

lowing a big rise in cancella-

tions and reservations by pro-
spective house purchasers in
October.

ffigfa interest rates are also

weakening investment in com-

merdal property. Private com-
mercial orders fell by 16 per

cent In July, August and Sep-

tember over the previous three

mywitiis and by 3 per cent com-

pared with the corresponding
quarter last year.

Associated Building Indus-

tries, one of the Gauntry’s larg-

est organisations monitoring
construction contract awards
and development opportunities

warned earlier this month that

several of developers were
postponing starting work on
new schemes because of uncer-
tainty over the economy.
There has been no slow

down in awards of industrial
contracts according to the
environment department
which said industrial orders
rose by 11 per cent during the

slowdown

three months to the rad of Sep-

tember compared with tbejre-

year.

Public sector orders, other

than for housing, rose by more

thpn a third compared with

July, August and September

last year, said the department .

Public sector construction In

areas like reed and hospital

building are due to receive a

boost next year after last

week’s Autumn Statement of

the Government's spending

plans.

Private commercial develop-

ment however is expected to

decline in the second half of

next year while private house-

building Is likely to remain

very depressed.

Third case fails on share dealing
Raymond Hughes reviews the Government’s progress in the courts

THE Government’s drive to
clean up share dealing prac-

tices has suffered another set-

back with the failure of its

third prosecution, brought by
the Department of Trade and
Industry, in the past two
months.

Yesterday a jury at South-
ampton Crown Court was
directed to acquit Mr Piers
Fitzwiliiams, a former director

of City & Westminster Finan-
cial, a corporate finance com-
pany, who had denied four
alleged breaches of the 1985
Company Securities (insider

Dealing) Act.

This follows last month's
acqnittal of three former
employees of City accountants
Touche Ross, Mr David Hol-
yoak, Mr Arthur Hill and Mr
Ian Mori after a nine-day trial

at the Old Bailey. They were
alleged to have bought 5,000
shares in Press Tools minutes
before the announcement of a
takeover and made a £13.000
profit when they sold the
shares.

Their defence was that they
had thought the takeover
announcement had already
been made when they bought
the shares.
On November 8, a judge at

Reading Crown Court ruled
that Mr John Briggs, deputy
chairman of Whwgay onginper-

ing group, had no case to
answer and must be acquitted.

A JURY at Southampton
Crown Court was directed
yesterday to acquit Mr Piers
FitzwiHiams, a former direc-
tor of City & Westminster
Financial, a corporate
finance company, who had
denied four alleged breaches
of the 1985 Company Securi-
ties (TnaiHw Dealing) Act.
Judge Wroath halted the

The prosecution had alleged
that Mr Briggs had bought
28,000 Wheway shares when he
knew negotiations were under
way to take over two other
Midlands companies
Judge Murchle halted the

case because, he said, “Every
word of the prosecution case
was helpful to the defence.”

Until these last three cases
tiie DTI had bad virtually total

success in its prosecutions
under the 1985 Act
The first person to be

charged under the new Act
was Mr Geoffrey Collier, for-

mer joint head of Morgan
Grenfell Securities. In July*
1987 he was fined £25,000 and
sentenced to 12 months*
imprisonment, suspended for
two years, after pleading guilty
at the Old Bailey to two
offences of dealing in the
shares of Cadbury Shweppes
and AE Rngtoaariwg Group. He
was also ordered to pay £7,000
towards prosecution costs.

trial, which had begun on
Monday, at the end of the
prosecution's case. He told
Hw» jury: “I «rm satisfied 8*°
prosecution have not pro-
duced evidence and as a mat-
ter of law have not proved
toe case to the requirements
of the Act." The jury for-
mally returned verdicts of
not guilty.

Shortly afterwards Mr Ronald
Jenkins, forma: private secre-

tary tO Lmd Cayzer. chairman
of the British Common-
wealth Shipping group, was
fined £10,000 and ordered to
pay £^000 costs after admitting
two offences of dealing In the
nHflrpg ofBritish awrt finwnwn.
wealth and Steel Brothers
Holdings.

In April 1988, the DTI suf-

fered a serious setback when a
judge at Southwark Grown
Court ordered the jury to
acquit Mr Brian Fisher, a for-

mer stockbroker, who had
denied two alleged offences of
obtaining price - sensitive
information dealing in
shares of Thomson T-Line.
The case turned on the

meaning of the word
“obtained” in the context of
Section 1(3) of the Act, which
makes it mi offence to deal in
shares on the of unpub-
lished price-sensitive informa-
tion “knowingly obtained^.”

Judge Gerald Butler said

that obtaining meant actively
neeking or acquiring informa-

tion. Mr Fisher, the judge said.

had been given price sensitive

information "without any
opportunity for him to prevent

that information being passed
on”. However the DTI was able

to breath again when that
apparent loophole in the law
was closed by the Court of
Appeal and the House of Lords,
which held that “obtained”
was the same as “received".
People who dealt in shares on
the basis of what they knew to

be nnpnhUdwi prlcwensitive
information were guilty of
*"«**«• dealing no matter how
the information came into
their possession, the Law
lords
The later rulings did not

affect Mr Fisher’s acquittal
hi November 1988, Mr John

Cross, former managing direc-

tor of Wordpiex, was fined
£7,009 at Oxford Crown Court
for using inside information to
sell his Wordpiex stake just
before a new share issue was-
ywnnmteed, He had wn*

gofity and is to appeaL
The DTI has six other cases

either before magistrates or
awaiting trial at crown courts,
and is Investigating several
dozen more. R will, no doubt,
be wiamiwing them carefully
end weighing up their chances.
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Ingenious ABB is the world’s leading electrical engineering company.

We help industry and utilities all over the world to generate,

transmit and use electric power in ways that are economical with

the earth’s limited resources and compatible with the environ-

energy
ment.

We invest continuously in the research and development of

new techniques and systems for environmental control.

An example is our clean coal power plant based on a

m
unique combustion technique. It is more efficient

engineering than any other coal power plant, and its environ-

Our air treatment systems are used for cleaning flue gases in

power plants and eliminating other emissions from all types of

industrial processes, like the removal of particles and solvents

from the air in automobile paint plants.

Our equipment is also used in highly sophisticated waste

water treatment and water purification plants.

^ . Our large-scale heat pumps efficiently recover energy

|“ [1 Oir from waste water in pulpmills and other power-intensive

* industries.

ABB’s century-old reputation as Europe's foremost electrical

engineers continues to grow. We are determined to help dear

the air - on into the 21st century.

dears
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MANAGEMENT: Marketing and Advertising

One of the most Important
changes- in product branding
daring flu 1980$ has heat flu

frrafo towards Xedevelnpiiiy old hrnwrtc
Until flu late 1976s most advertised

nor products in both the UK and the
US carried new

.brand names. That has
“ and for good reasons, says

Hogh Davidson, chairman of Oxford
Corporate Consultants.
The failure rate aS new brands has

been high: up to 95 per cent of new
grocery .brands and not nodi lower in
many other categories.
“Mo; ne* brands need heavy media

support .to enter the consumers' mont^
mv

5nt?ry,7 *»*« Davidson. And. the
cost of television commercials has
more than doubled in real tnrmg fa (fa

Bom again products
RriKp Rawsforne reports on brand extensions

“in static and crowded markets, it is

difficult to achieve the large revenues
needed to make new brands profitable.

By contrast, new products launched
under established brand names can
succeed with modest revenges."

Last, hot by no means least, says
Davidson, many cdd brands have been

This was the case with the Hovis
bread brand until relatively recently
(see below). The Hovis band was fea-

tured at the Marketing Society confer-

ence in London last week at which
Davidson gave the keynote speech.
Davidson also cited HorllcKs,

How Hovis used
its loaf

H ovis. formare than a century
one of the UK's most famous
niche brands, was earlier
this year launched into the

mass wholemeal bread market.
This latest stage In the development

of the brand — and its fortunes over the
past 100 years — underlines the market-
ing principle that if a brand Is to grow,
it must maintain the relevance of both
its product and its message to contem-
porary consumers.
The Hovis brand first appeared- In

1890, the result of a newspaper competi-
tion to find a mm> tnarhitahta name for
Richard Smith's Patent Garmflonr,
introduced four years earlier for a new
brown bread.
An

. adaptation of the Latin, .Hbmfnls
Vis - “the strength of man'’ - it wun-a
£25 prize for its creator.

“It is a ciaggii* flvampTp of a brand-
name - simple, memorable, easy to
pronounce, different, and based cm the
product proposition," says Mike Han-
dley, managing' director of Rrttfah Bak-
eries, the brand’s owner.
The Hovis bread company was

formed in 1896, and by the early 1900s
the brand was well-established. When
the bread was featured in the first Ideal
Home Exhibition in 1906, it was already
being dubbed “the world’s best-"
A 76-year period of sustained growth

followed; constant and considerable
marketing investment supported the
brand, and an unchanged product,
wheatgerm bread, through two world .

wpis and. disruptedmarkets.
Advertising and promotion was inno-

vative. Posters were commissioned
from illustrators such as Heath Robin-'

'

son and Mabel Lucy AtwdL The Hovis
"V* sign aimeared cm shopfronts fa the
19308; the cafchphrase “Don’t Say-
Brown Say Hovis” was coined, and
widely popularised fa pioneering tele- ',

vision commercials fa the mid-1950s.
“But while the brand name retained a

branched in 1883, which has increased
volume sales by 60 per cent since 1980
by extending its appeal from elderly
insomniacs to the market; ™
Equitable Life, founded in 1762, which
has more than trebled Its business dur-
ing the past 10 years by focusing on
personal pensions.
New brands, despite the failure rate,

will continue to be introduced, of
course. Existing brand names may not
fit new product opportunities; and
good brands arc increasingly difficult
and expensive to acquire via corporate
takeovers.

Davidson predicts, too, that many
old brands will iwm* over-extended.
There is a narrow line between exten-
sions that build long term franchise,
and fragmentation that weakens a
brand's core.”

Such over-extensions could open
niches that would provide opportuni-
ties for the marketing of new brands.
In general, though, suggests Davidson,
most new brands should be developed
where large profit opportunities are
identified and where It is reckoned rent
there will be dmnrwt to yitend the
brand across more than mu» market or
country.
Where old brands «i«wW be consist-

ent, Davidson says, new ones should
shatter preconceptions. “Conventional
straight lino tfiHiirlwy mb fa a dlBBwtor

on new brands.”

dominant and memorable presence,"
says Handley, “and while the percep-
tion of breath amt nutrition remained
straug, sales slowed »nd market share
declined. By the end of the 1960s, Hovis
had only 30 per cent ofthe brown bread
market - and that was only 8 per cent
of total bread sales.”

Hovis was not only feeing new com-
ithm - softer, moister, white and

breads - but it bad been rastrio-

tively positioned as a special occasion
product, exemplified by the slogan
Teas with Hovis” from the 1930a.

Tim brand’s usage had narrowed at
a time when eating habits were chang-
ing,” says Handley.
The marketing response was a

riiangn of advertising positioning;
the assumption was that new communi-
cation was enough to relaunch the
brawl awl stimulate safaft-

Some notable television advertising
was produced, especially fa the mid-
1970s when Collett Dickenson Pearce
devised the nostalgic “Boy on Bike”,
“Homecoming”, atm "Runaway" series
of commercials using Dvorak’s New
World Symphony as mood music.
"But sales vomme peaked and despite

the quality and weight of warimfing
support, the essential sales growth was
not being generated,” says Handley.

“Hovia’s product had become less rel-

evant and appealing to a sufficient
number of consumers . . ,

faniiito the
company, the confusion between the
brand and its relationship with con-
sumer values, as opposed to the brand’s
relationship with its product, was mani-
fested, in the marketing department's
belief that the product was sacrosanct
.* "In reality, the product had proved to
be cyclical, though over a very long
time-frame and at an astonishingly
gradual pace. This confusion even led
to a "»»tafcwi belief that the brand was
simflariy in its final lifecycle phase.”
Hovis modified its hairfwg recipe to

Nostalgia set to the New World

improve the fawtmw of the loaf in>^, in
1976, introduced a softer, wheatgerm
product New packaging rod rims met
the needs of supermarket operators
which Hovis had neglected in favour of
the independent grocer and sales rose.
The MtMBimwa1

taste in bread tex-
ture and their shopping hafdfa had
moved on and Hovis bad taken almost
too long to respond,” says Handley. The
combination of a better product and the
brand's inherent strength rapidly took
its share of the wheatgerm sector to
more than 80 per cent
Hovis was still a relatively small

player in the total bread market - “A
small volmne product with a very big
brand name,” aretydiwg to Handley.
But when British Bakeries decided to

enter the growing wholemeal bread
market in 1981, the belief that Hovis
was still equated with wheatgerm led
the company to lanneh a new brand.
Windmill.
Marketing strategy positioned Wind-

mill as the |iMin^^opgriimH family's
hnfrywl, and itarignateri Unwin aw thn

nWw brand.speciality
the branchbrands enlarged the wi
tor, but the production and
costs ofmaintaining two brands

an unnecessary burden.
In 1986, therefore, an intensive

research programme was carried out on
Hovis customers, its competitors, and
its development prospects.
The conclusions were that Hovis was

the best-known name in brown bread,
that consumers responded to its tradi-

tional values and hairing skills, and
that it should become a major player in
the standard wholemeal maH»»
To ensure that Hovis could be

extended from wheatgerm without los-

ing its base, British Rakpriw; embarked
on ah accelerated expansion of its niche
product range, fa successive years, it

introduced Hovis Country Grate, Hovis
Cfranary, Hovis Goldenbran, and Hovis
Organic WholemeaL
Then, in September this year, it

launched Hovis Wholemeal — “the ulti-

mate combination" of a mass-market
loef from the UK’s most famous bread
brand.
The marketing strategy wan ranritaBy

plarmnd. "We bad to balance the old
and the new, the brand values with the
product message," says Handley.
Hovis is, so for, on target in its aim to

doable annual sales to £80m, and move
from a to a mass-market brand.

Mail order for Middle East
Victor Mallet reports on a UK retailing initiative

F or years GulfArabs have

made seasonal migra-
tions to Europe, both to

escape the hot summer months
at home and to do their shop-

ping. internationally minded
mail order and direct market-

ing companies are now trying

to persuade them to shop lor

post
Though it is as yet an unfa-

miliar concept In the Arab
world, it is costing the pioneers
<mly a amall Initial outlay On
advertising to test the waters
of a potentially lucrative

growth area. Unlike in Europe
Itself; there is no indigenous

competition.
fa narHpi iiar the companies

hope that Saudi Arabian
women - forbidden to drive

cars and subject to severe
social restrictions which make
it difficult for them to find
work - will give a new mean-
ing to the phrase "captive mar-
ket". In the privacy of their

own homes, they are free to be
fashionable.
Freemans International, the

UK mail order company, has
operated in the Gulf for several

years, quietly turning over an
estimated £500,000 a year, but
its main market has been the
expatriate Western commu-
nity. In the second half of this

year it embarked on a carte

paign aimed at Arabs, whether
natives of the Guff or Arab
expatriate workers from coun-
tries such as Egypt, Jordan
and Syria.
Instead of small advertise-

ments inserted by local agents.
Freemans has faafcgn full page
colour advertising in an effort

to establish a corporate image
and market its catalogue. The
message In publications like
Sayidaty (My Lady), a Saudi
women’s magazine, is that
Freemans brings London shops
to the Saudi Arabian home at
no extra cost
"The opportunity comes

from those sorts of country
that don’t have their own mall
order companies,” says Reg
Mori, Freemans International
director. They like the West-
ern fashions and its brand
namna they 0X6 familiar with

"Mail order is not that well
known in the Guff and we need
to get the of Freemans
across. Our advertisement is

very much saying here is an
opportunity to go to London
without travelling’."
Franklin Mint, which speci-

alises in the creation and
direct marketing of proprietary
products, mostly decorative

.ill1—4.-- v » .

items, such as reproduction
Samurai swords. Is testing the
market in Saudi Arabia for the
first time after expansion else-

where, particularly in Scandin-
avia. "We believe that gener-
ally in the Middle East there
must be a potential for direct
marketing of luxury goods,"
rays Stuart Anderson, Frank-
lin Mint’s mawaging Hirartnr fa
London.
By emphasising the cus-

tomer's right to return
unwanted goods, he hopes to
overcome any reluctance to
order by mail. “It’s not really a
generally accepted system
yet,” he says. “If we can crack
those problems we see it as
being a major potential mar-
ket .. .to start with we’ve been
using some lists that are
owned by our distributor in
Saudi Arabia, and we are about
to start testing some media.”
Anderson will also be aiming

at the Weston expatriate resi-

dent fa Ramil Arabia, althnngh

he expects different products
to appeal to different groups.
Very expensive jewellery
items, for example, might
appeal to wealthy Saudis,
while expatriates might prefer
more modestly priced lines
such as Franklin Mini's range

of model cars. Mori of Free-
mans believes that even the
rich Like bargains, as well as
the convenience of home shop-
ping-
Neither company plans to

extend credit. That, together
with a hard Saudi currency,
widespread use of credit cards

and the employment of local

agents familiar with Gulf cus-

tomers and commercial regula-
tions nhnnlri rule OUt Wrtanrial

problems.
The culture gap between

Western liberal societies and a
particularly strict Islamic state

is another matter. Freemans
will regularly have to wield
black feh tip pens to censor the
thighs and cleavages on the
fatMnn pages of its catalogues.

Franklin Mint will have to
wimto all kinrift of risky items
proscribed or frowned upon by
the Saudi authorities, from rep-

resentations of the (Christian)

cross and glasses for alcoholic
beverages to chess set figu-

rines. Representations of the
human form are disapproved of
by many strict Moslems. It has
already had to veto its Monte
Carlo watch, because it was
based on the gnidpn chip used
for gambling in the town’s

DRAMBUIE IS MADE WITH THE FINEST INGREDIENTS,
(BUT WE CAN’T TELL YOU WHAT THEY ARE.)

Tlx seen/ of Drambuie begin\ with a

manhunt. It is winter. 17-s6. Scottish rebel

leader Bonnie Prince Charlie is fleeing for his

life from tlx English. Helped to safety by

the MacKinnon clan chief, he thanks tht old

man with a curious gift: the recipe for his

personal liqueur.

The drink that became Drambuie.

To thisday, only oneMacKinnon in each

generation knows the formula.

He willadmit thepresence ofrare 75 year

old malt whiskies.

He will explain thill Drambuie is swett

and mellow on its own, slight/)' drier over ice

and a match for any mixer.

But ask him about a certain herbal

essence and he will say to you precisely what

lx bits said to us.

Nothing. Not a single word.

i
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By Celia Hampton

A s -an already moving
target for many marks-

men. the European
Community's attempt to for-,

mutate a single merger control

mechanism has become alarm-

ingly agile. Outsiders have

only a sketchy idea of what the

latest version of this proposal

actually says and what is

known is hardly cheering.

The responsible ministers

from the member states pre-

sumably -have a clearer view,

since they will discuss today in

Brussels what may be the final

text They have only one more
chance to do so, in mid-Decem-
ber, if the French Presidency of

the EC la to achieve adoption

of the regulation. Ire Land,

which takes over in January, is

thought unlikely to press
ahead with quite the same fer-

vour as the French.
The changes to the draft are

being moved by the member
states, with the Commission
more or less standing by,

although it is probably having

to devise new wordings in nine
languages at some speed.

If informed comment is accu-

rate, Industry Is in for a shock:

two quite fundamental changes
have been made to earlier ver-

sions of the draft There has

been little time Tor consulta-

tion and everything now indi-

cates that the regulation is

forging ahead on the back of

political compromises.
The two changes are:

G A serious incursion into the

much-vaunted “one-stop shop"
principle by allowing national

competition authorities to
examine planned mergers to
which the Commission does
not object; and
G The removal of the power to

authorise an otherwise anti-

competitive merger on other
grounds, such as economic or
technological benefits.

Industry feels “shopped” and
“very upset,” according to Mr
Peter Cottis. a senior legal
adviser to Lucas Industries pic,

addressing a conference organ-
ised by IBC Legal Studies &
Services on November 20.

European Industry feels that
the ministers have moved the
goal posts at the last minute in

a direction on which it has not
been adequately consulted and
to which it would not have
agreed.

Until recently, the draft reg-

ulation promised a measure of
certainty- in applying competi-
tion law to mergers and acqui-

sitions in the climate of confu-
sion that has followed the

BUSINESS LAW -

rule draft upsets industry

European Court's 1987 judg-
ment in the PhiHp Morris case.

The draft also promised
improvements in the speed and
simplicity of corporate deals by
having just one EC-wide con-

trol instead of five or six differ-

ent regimes. It was seen as a

safe haven from the vigilance

of the German competition
authority, the Bundeskortet-

hunt. These two aspects of the

earlier draft helped to make it

palatable - well, almost palat-

able - to EC-based companies.

It seems that the one-stop

shop will remain, but only

when the Commission decides

to forbid a merger. If the Com-
mission decides that a merger

is not anti-competitive on a

Community scale, the national

competition authority may
then be able to take up the

cudgels against it Quite when
this will be possible is not

known and will be much dis-

cussed in Brussels today.

The German government
wants the Kartellamt to have
nower to forbid a merger
which affects competition in

Germany even if the merger
comes within the class fvery

big and cross-border) covered

by the regulation, and even
when it is found by the Com-
mission not to impede competi-

tion in the EC.
This builds ou a provision

contained in the earlier drafts

allowing the Commission to

refer a merger back to national
authorities to apply their own
law- to “local markets within
their respective territories." In

building on it,, however, the
new proposal alters it by
extending it to a market con-

sisting of- the whole country.
While small states may not

realistically be divisible into

local markets, EC competition
law treats Germany, like the
other- large member states, as
in itself a significant part of
the common market. By defini-

tion, a large cross-border
merger within

,
the regulation

which had an impact oh com-
petition in Germany as a whole
would already have been
assessed by the Commission
when evaluating “competition
in the common market or a
substantial part thereof.” So
the new proposal is a precise

example of the double jeopardy
the regulation was expected to
remove.
The EC Competition Com-

missioner, Sir Leon Brittan,
may not be expecting the pro-

posal to be accepted. Address-
ing the European Air Law

.
Association in London as
recently as November 2, he
said: “The Commission will be
able to provide a one-stop shop-

ping facility. So rather than

adding an extra layer of
bureaucracy, the regulation

would peel away several layers

of bureaucratic control at one

stroke, reducing these to a sin-

gle approval procedure in

every case."

If In the end he is proved

wrong, it is at least to be hoped
that the circumstances in

which the national authorities

can challenge a merger to

which the Commission has no
objection will be strictly
defined and circumscribed. If

not, industry would be right to

feel better off without the regu-

lation.

Another complication on
jurisdiction has been .put for-

ward by the Netherlands gov-
ernment. Many EC countries
have no merger controls of
their own and they have been
hoping that the Commission
would help them protect their

companies from corporate
predators of any origin.

The UK and Germany
pressed for and won agreement
to elevated thresholds on the
size of the parties going into a
merger. This, naturally, wor-
ried the countries which have
no means of protecting them-
selves internally.

They appear to have gained
an optional application of the
regulation to. mergers of a
smaller size. They could ask
the Commission to examine
the merger within the terms of

the regulation rather than
under the competition law
articles of the Treaty of Rome.
The effect of these articles

.

on mergers Is so unclear that
this provision, properly formu-
lated, might even be welcome
to Industry if it clarified the •

Commission's powers. Legal

.

certainty in this whole area is

now at a premium, and in any
event the capacity of the Com-
mission or the ministers to
exclude private lawsuits
remains' fllusory: parallel liti-

gation in national courts will
remain possible.

The other big change is the
removal of the Commission's
power to authorise pn anti-
competitive merger “on the -

grounds that its contribution
to improving production and
distribution, to promoting tech-
nical or economic progress or
to improving the competitive
structure within the common
market rartweighail tho damage

to competition" - a power
analogous to that under article

85(3) of the treaty to exempt an
antl-competitive agreement
between competitors.

The change is almost cer-

tainly at Germany’s behest,

since it has pressed for compe-
tition to be the sole criterion

for judging whether or not a
merger should be allowed. Faff-

ing a ftilly independent Euro-
pean Cartel Office (unlikely in
the near future). Germany
would prefer assessment
according to that single crite-

rion, even it meant sacrificing

other benefits, than to have the
Commission referring to Indus-
trial policy considerations on
which politicians could bring
conflicting and insistent pres-

sure to bear.
The Federal Cartel Office has

unflinchingly applied the com-
petition criterion alone to trade
and industry in Germany for

the last 40 years - hardly with
adverse effects. But its domes-
tic situation is very different

from that in the EC, as was
shown by the Dalmler-MBB
merger the cartel authorities'

condemnation of the deal was
overridden by the Economics
Minister on industrial policy
grounds.
The EC would have no politi-

cal body capable of overriding
the Commission’s prohibition
of a merger, and the Commis-
sion would have no option but
to prohibit it if It was mani-
festly anti-competitive. This
combination is apparently
without precedent in the
world's competition laws.

The conceptual purity of
adhering to the competition
criterion has its attractions,
but the lack of flexibility could
lead to distortion of the very
concept it seeks to advance.
The Commission will be assess-
ing mergers within a fairly
tight timetable, and it -will be'
hard to give each one the. mea-
sured analysis it needs in what
may be a complex market In
several countries at once.
As a highly dangerous but

possible outcome, the meaning
of competition might be com-
promised, or the relevant mar-
ket mis-defmed, to meet the
exigencies of the individual
case which promised benefits

otherwise than to competition.
We should know the worst

by the end of the year. If today
the draft is adopted in its new
shape, we probably know .the

worst already.
The. author is executive editor

of the FT Business Law Brief.

T HAD ANOTHER
GREAT IDEA. SANYO.

Winning new business isn’t

easy. But thanks to our Sanfax,
we have direct access to key mar-
kets and can respond more quickly
to customer needs.That gives us
every reason to celebrate.

The faster our fax communi-
cates, the better service we give
clients. And the lower our
telephone costs. Our Sanyo fax
gives us both these advantages
for an economical price.

Sanyo also gives us many

useful fax functions which make
our service that much more reli-

able: like broadcasting the same
document to 100 different loca-

tions. sending to 20 destinations,

speed-dialing to 80 different

numbers and memorizing up to

40 different pages. It sends clear

copies of text graphs, charts or

photos anywhere in the world.

If you're interested in big

returnsfrom a modest investment
and serving your customers

even better, try this great idea;

a Sanfax from Sanyo,

SANFAX 726 5ANFMX 92S SANFAX200

SANYO OFFICE AUTOMATION.
THE SMART SOLUTION.
SANYO Information Systems (UK) Ltd.
Sanyo House - Otterspool Way. Watford - HertfordshireWD2 ajX-Tei.0923/246.363

UK ECONOMIC INDICATORS
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NFtATIOMHndleea ot aamUtga (1988-100); —
nomdocturod products (1965- MK^pretoH ptfooa

wrunodlty Index (Sept 1831 -100): trad*

materials and lusts: whateaala prices at
and toad prices (Jan 1087-100); Reuters
• value at atorflng (ton- TOO)

Eoit>-

tnflS

Basic
maos.*

Wtnala.
omtg.' RPT Foodx

Routers*
cmcJty. Storing

not
lot qtr. 9X4 934 1112. 1097 10X8 1,747 7X8
toid qtr 987 >74 1124 1054 1042 1217 774
tod qtr. 10X2 9X2 1192 1084 1047 1202 784
40i qtr. 104.1 10X1

'

11SJ 1882 1097 12>7 774
Nowator 1017 894 1154 1184 1097 12M 77.1

Oaomnbar 1084 1024 1184 11U 1092 12>l 7X8

1 st qv. 1284 1034 Trim 1117 ' 1072 12W 97.1
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Areyou being astute enoug
in handling y ourmoney?
Or areyou unwittingly
losing money year by year *

jr -—g thenowoutdated 2nd
edition, this brand new editionof
MtnKe&y's popularFhkmdal
Pkatmngjbr thehutwidualis a
vital read forall those who
suspect they may notbousing
their hard-earned money to its

maximom advantage -and an
enlighteningreadfor those who

efficiently.

<A must for all

changes in pension -professional advisers
ie^Mionand and individuals who
tneir implications . , . . . .

for your own WlSo 10 conduct toSUT

needs?
___

own affairs... the

format imposes a

from PEPa and discipline on the

pared for the be hard to beatf

TheAccountant
couples in 1990?
• Have you planned correctly-to
account for the increase in top
rate CGTand the drop in top rate
income tax?

Brought bang up to date in the
light of the changes m pension
legislation, taxationand the
Crash of 87, this invaluable book
will guide you through the maze
of the financial scene and show
you how to get the mostout of
your money.

You wil! benefitfrom

information on:

Investment planning » umt

trusts and investment crusts

• business expansion schemes

• personal equity plans * penswn

arrangements • life assurance

• ant planning • mortgages.

phis a new chapter on the uses

of trusts and an extended secnon

on investment tun-

ing - when best

to buy and sell

shares.

With a self diag-

nostic Personal

Financial Planning

Questionnaire and

a'Dying Tidily

Log', this book
contains every-

thing you need to

know in order to

clearly and profit-

ably plan your
finances.

The author Alan

Kelly, b Partner in charge of the

National Personal Financial
Planning Dept, at Grant

Thornton. The book is based on

the successful course that the

author directs for the Institute

of Chartered Accountants

in England and Wales and
is published in association

with them.

PUBLISHEDOCTOBER 1989

FINANCIAL IM A\\I\(.
FOR THE INDIVIDUAL

by Alan Kellv
ORDERFORM

Please return to: (Mail order address only) The Marketing DepL,
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(BLOCKCAPITALS PLEASE) /lElfPHONE
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.
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ORDERS

01-799 2274
your charge^
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Postcode. Country.
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Please send me*

Office
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Price

Overseas
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4820
0268

Financial Planning for

the Individual

ISBN 185334 033 2

ntso £14.00
US$24.00

1 enclose mycheque value £/US$

.

FT Business Information.
.madepayable to

Iwish topay fay creditcard (mart cfaa>crt: [~~]Visa [ [Accessf~~]Amex

Card No. I 1 II 1 1 1 i f 1
1~1 Ml! Expiry date

Signature. .Date.

Please allow 28 days fardelivery. Refunds are given on books
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A/S EKSPORTFINANS
9 7/8% US-DoHar Bearer Bonds of 1983/90
- Securttte® Identification No. 470 986 -

Final Redemption
Pursuant 89 paragraph 3 of the Conditions of Issue the outstanding bands at
tha numerical orders

1-11 342
19483-21 997
38 470 -40 000 of U£4 1.000,- each
41'809-43 177
44151-45 000
45 009 - 46 000 of U££ 10.000,-each

In Vie nomtnal amount ot US.S 2SDOODOO,- become due lor redermtien on
FBtxuaiy 1. 1990, so that fie entire issue wffl to luRy repaid ai mb date.

Tho bonds ahaf be paid at par on or after February i. 1990 upon
pmourSulkHi of Hie bend corttfeatae at too banks Dated below in accordance
whh the Conditions of Issue:

PButtcha Bank AManomtnflBcftBft
Ammardam-Rotterdam Bonk N.V.
S-G. Warburg A Co. Lid.

Thfoondawflh tobawhMBttm of to end of January 31.lego, •
5 Tito countervalue of the coupons due February i, 1990 win 1* J*- 5
• separator in die usual manner.

* bflpiW •
• Among m. bonds previously drawn of the numerical oriers 11 343.,

•

Z and 21908-38477 of U.S.* 1 .000.- Bach, 40001-4107T, •
• 4gt*M4150 »* <**>'^*K** IfcMO, each soni

J

• yet presented tor payment.
are not •

Oslo, In November 1989 . 2
EKSPOFITFfNANS •

FLYSAS DIRECTTO 8 MAJOR
SCANDINAVIANGATEWAYS
sAS fly directto 8 majorScaraflnavian Gateways-
itockholm, Malmo, Gothenburg, Oslo, Bergen, Stavanger,

topenhagen and Aarhus. No otherairline offersyou more,

alk to your Travel Agents or SAS: 01-734 4020
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PTCement Cibinong
Building Indonesia

pt cement CfEtNONE, established in 1971, is a leading

cement producer in Indonesia and the first company to go public in

August 1977.

In 1989 we are investing over US$25 million on plant optimisation

programs, including coal conversion to save about 40% on energy

costs. We are currently undertaking a major expansion program

which will increase production capacity from 1.5 to 3 million tons

per year by 1992.

Our strategy into the 1990s is to better serve the rapidly expanding

building and construction activities of Indonesia, especially the

fastest-growing markets ofJakarta and West Java.

For a copy ofour latest Annual Report please contact:

TheFirumce Director PT Cement Cibinong PO Box 197/Jkt Jakarta 10002, Indonesia

Telex: 48116 OBSEM 1A Fax: (6221) 8198362/8193321 Phone: (6221) 8190808
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TECHNOLOGY

I
n 20 years’ time every per-

sonal computer will have

an inexpensive .card

appended to it which will

cope with images, language

and other forms of pattern

identification.

It will take verbal instruc-

tions, responding to vague

commands such as “Find the

file on Joe Bloggs.” It wifi sum-

marise the contents of printed

documents and take accurate

dictation. And it will probably

be good at assessing business

risks and giving stock market
advice.

Other commonplace prod-

ucts will be telephones that

respond to a simple request

(“Call Henry Jones”), security

systems that distinguish resi-

dent from stranger, and vac-

uum cleaners that find their

own way round the furniture.

These predictions, by Igor
Aleksander, professor of neural

systems engineering at the

Imperial College of Science &
Technology in London, pre-

suppose considerable develop-

ments in neural networks
(computer systems which
mimic the working of the
human brain).

The concept of neural net-

works goes back long before

the development of commercial
computers. Alan Turing, the

English computing pioneer,

looked at theoretical ideas for

mimicking the brain as early

as 1936. In 1943, McCulloch and
Pitts of the Massachusetts
Institute of Technology (MIT)
produced an electrical engi-

neering model of the neuron
(brain cell). In the 1960s this

model was simulated on a com-
puter by Frank Rosenblatt of

Cornell University.
Rosenblatt developed the sin-

gle-layer perception, a simple
network of neurons which
could respond to external prat-

terns and “learn" to recognise
similarities between one pat-

tern and another. In 1968 Min-
sky and Papert, of MTT. threw
cold water on neural develop-
ments, pointing out that there
were patterns that the percep-

tion could not recognise.
Under their influence, work

on artificial intelligence was
directed towards developing
rule-based systems. The philos-

ophy was “let people learn and
let computers follow the rules
people give them.” In the early
1980s, government-funded arti-

ficial intelligence programmes
concentrated on the develop-
ment of rule-based systems.
These programmes helped to
develop expert system technol-
ogy, now of substantial com-
mercial value. But there were
many disappointments. Expert
system initiatives often failed

because the expertise could not

Bruce Andrews describes how neural networks are
learning to simulate the human thinking process

The brain’s mimic
ets mixed reviews

be expressed within a manage-
able number of rules or
because precise rules could not
be obtained from the expat.

In 1962 John Hopfield. of the
California Institute of Technol-
ogy. suggested that neural net-

works might work where rule-

based systems failed. For
example, in valuing a share, an
expert will take a large num-
ber of factors into account.
Asked why he puts a high val-

uation on a certain share, the
expert, however competent,
may not be able to give a pre-

cise answer. A neural network
exposed to the data behind a
large number of the expert’s

decisions can learn to emulate
the expert's thinking, attach-

ing the same value as the
expert would to similar pat-
terns.

In 1986, Rumelhart, Hinton
and Williams, of Carnegie Mel-
lon University, announced
their multi-layer perception,
capable of recognising more
patterns than the single-layer

perception. Until recently, the
commercial world took little

interest Businessmen did not
understand neurocomputing or
appreciate its value. In the last
two years, however, there has
been a sudden upsurge of
enthusiasm. Several software
and hardware products have
come on the market and a
number of consultants now

offer advice.
These early products have

some value, says Aleksander.
“You follow simple instruc-
tions, put in the data and the
decisions the expert would
make, and the system will
make the link. They can per-

form similar to that Of an
expert system and have a
value in prototyping and in
training. These products can
be pot to practical use where
there are not many parame-
ters. Bnt they are little more
than toys, compared with the
frill capability of neurocomput-
ing. The danger is that, by rais-

ing expectations they cannot
fulfil, suppliers and consul-
tants are damaging the future
of neuzocomputing as a whole.
They're going at it too early.”

Work is still at the labora-
tory stage, insists Aleksander.
He points out that to do any-
thing really useful, minimus of
neurons are needed. The
human brain contains about
lQObn neurons. It is not neces-
sary to match this number.
The neural processor now
available is considerably more
powerful than the biological
neuron. But it is necessary to
develop systems which have
many more processors than
those available at presort and
which, above all, have properly
designed interconnectiona.
“We’ve cracked the neuron

problem, using conventional
silicon technology,” says Alek-
sander. “People are-now trying
to develop new VLSI (very
large scale integration) chips
in order to emulate the biologi-

cal neuron more closely. This
is the biggest nonsense I’ve
ever come across. Nobody
wastes time trying to make an
aeroplane flap its wings. The
need now is to develop better
architectures and better inter-

faces. Those we have at the
moment are too primitive.”
One of the leading neuro-

computing researchers In the
UK is British Telecom, which
daima to be world class in the
field of speech recognition.

The company has invested
more than ram in neurocom-
puting since 1984. This
includes grants to the Univer-
sity of East Anglia of £357,000
to investigate self-learning
systems for speech recognition,

and £150,000 on Connex, a proj-

ect to study the use of neural
networks in image processing,
speech technology, natural lan-
guage processing and expert
systems.

Several of BTs research ven-
tures have reached the stage
where successful demonstra-
tors have been developed. An
early target application was
telephone directory enquiries.
A machine which could
respond accurately to enquiries

would mean improved service

coupled with substantial cost

savings. “We’ve now developed

a demonstrator which is virtu-

ally perfect," says Bob Ling-

gard, senior engineering

adviser. “It will, however, take

some time before the system is

folly verified and installed for

public use, perhaps 10 years."

BT has already developed a
single-word recognition system

for the Royal Bank of Scot-

land's home banking service.

This is at the pilot study stage

and will soon be on public

trial.

In image processing, one tar-

get application which has suc-

cessfully reached the demon-

strator stage is for image
compression This will enable

images to be transmitted over

a narrower bandwidth. Work is

also under way at 8T on
systems for “scene understand-

ing,” where a remote user is

alerted to anything unusual
which may have occurred at a
particular location — a level

crossing, for example.
The biggest difficulty to

overcome, Linggard acknowl-
edges. is natural language pro-

cessing, where a system must
be able to understand (as dis-

tinct from just recognise)

speech or text Linggard says

there is still much to be learnt
“I don’t think we can complain
that our computers are not
powerful enough,” be says.

“What is deficient at this stage

is our own knowledge.”
Other leading researchers

share the view that there is a
long way to go. For example,
Hitachi Europe recently
opened a research laboratory

in Dublin, in association with
Trinity College, stafied by 10
researchers of whom three are
Japanese.
Much of its work will be in

neurocomputing, covering pat-
tern recognition problems
including speech recognition.
In Japan. Hitachi researchers
have been working in this area

:

for several years but the Dub-
lin laboratory is at present
engaged in basic research, with
no operational application as I

yet
“We have to realise all

neurocomputing techniques
compete severely with conven-

j

ttonal technology," says Osaxni
Okada, general manager of
Hitachi Europe’s research and
development centre. “Neuro-

1

computing has the potential to ;

be superior to conventional
technology, but not yet. It is a
very well-bom baby. We just

1

have to be patient.”

The author is managing editor

afFinTech, the Financial Times
newsletter service on the busi-

ness aspects af new technology.

Balancing act from a

juggler’s perspective
Nick Garnett describes R&D strategy at Komatsu
“THE banks and security

houses here visit oar research

centre regularly,” says Elsuke

Nakanishi, managing director

of the research and develop-

ment centre at Komatsu,
Japan's biggest construction

machinery maker.
“I think Japanese financial

institutions are now Interested

in mergers and acquisitions
and they are interested in
technical tie-ups.”

British banks are not known
for walking up to the door of
R&D centres (such as they are)

in the UK's heavy machinery
companies. But banks in
Japan are. “Their people come
to Komatsu's bead office bnt
they come here also to find out
what perspective we can give,”

says Nakanishi.
At Komatsu's research cen-

tre at Hlratsuka, built four
.years ago at a cost of Y15bn
(£67rn), visits by financial

institutions provide one differ-

ence between Komatsu and
large British heavy equipment
makers. The other is the num-
ber of engineers doing some
form of development work.
Komatsu, with yearly sales

last year of Y793bn, has a pol-

icy of diversification. But as a
of equipment Wcp exca-

vators (the basic principles of
which have been known for
decades), it does not need the
kind of R&D commitment
required fay an electronics or
chemicals company.
Nevertheless, around 1,200

Komatsu staff working at the
company's factories are
engaged in some form of tech-

nical development work. At
Hlratsuka, the company’s cen-
tral R&D centre for all prod-
ucts except diesel engines,
Komatsu employs 850. AO but
5 per cent of these have a
background in engineering or
in physics. This includes all

250 research engineers and
most of the 100 administrative
staff.- Some 70 pa cent of engi-
neers have masters degrees.
Only four are older than 50,

including Nakanishi,
.
a 52-

yearmold chain smoker who
graduated from Osaka univer-
sity after specialising in weld-
ing. He took his doctorate at
Kyoto University and became
a ln-finn in mechanical engi-

neering.
Heavy manufacturing has a

much better standing in the

Japanese economy than in the
UK, but Nakanishi complains
that machinery makers are
struggling to compete with
electronics companies and the
financial sector for top gradu-
ates. He also believes the stan-

dard of engineering graduate
In Japan is falling.

Komatsu claims to be one of
tiie top payers in heavy manu-
facturing. Despite talk of
Japan being a high wage econ-
omy, pay scales are doser to
those of the UK than of the US.
Young engineers start on
Yi70,000 (£750) a month. Mas-
ters graduates begin on
Y200.000. By the age of 30, the
average for a Komatsu devel-

opment engineer, the
employee can expect to earn
Y5.5m (£24,000) a year.
Big Japanese manufacturing

companies, including
Komatsu, provide dormitory
blocks for unmarried employ-
ees. But Nakanishi says that
dormitories do not go down
well with professional engi-
neers. “A half of our bachelor
engineers live in company dor-
mitories hut engineers have a
philosophy on life which is not
in time with collective behav-
iour like this. So we also try
and find houses for them.”
One of tiie issues about Jap-

anese industry which has
always been a little murky to

outsiders is the amount of
money the government gives
to technical research by indus-
trial companies. Komatsu says
it spends on average about 4
per cent of sales a year on
product development and 1 per
cent on research.
Nakanishi says the govern-

ment pays nothing towards
Komatsu's development activi-

ties but does pay on average
3.5 per cent to 5J> per cent of
its research business. This
works out as a yearly contri-

bution of between Y200m and
Y400m.
Komatsu research includes

work on equipment that can
be.used uniter water, laser and
electronic devices used in spe-
cial vehicles for tabulating the
condition of road surfaces, and
a flexible robot that looks like

an elephant trunk. The gov-
ernment is funding 70 per cent
of the costs of Komatsu work
into solar

Other things are more recog-

nisable as common problems
of company research centres
the world over. One is fluids.

Nakanishi says a principal tar-

get of Hlratsuka is to find
more sophisticated higher
value added technologies and
products on which Komatsu
can establish new arms to its

business. As a result, be says
the l per cent spent ou
research is “not sufficient."

Nakanishi has to juggle the
budget between R&D. "Of
course there is some conflict

here but we try to reach agree-

ment through consensus. We
are required to solve
day-to-day technological prob-
lems as well as doing basic

research. Balancing this is our
biggest headache."

Like many other managers
Nakanishi has occasional prob-

lems in aligning the tfifwfrfag

of management with his own
(and vice versa) on product
development. He almost bites

his Up when he about the
robot Komatsu developed one
of the world’s first robots for

commercial use back in the
2960s bnt then failed to pursue
it, wriwdng out on tiie opportu-
nity of becoming a leading
producer.
Many big Japanese compa-

nies have inter-departmental
conflicts just like their Euro-
pean and North American
competitors. At Komatsu tbds

spills out between Hlratsuka
and the company's factories
when technical personnel are
sometimes reluctant to accept
ideas coming from the devel-
opment centre.

"I think there is sometimes
a 'not invented here syn-
drome*,” Nakanishi says. “The
best way to get round this
problem is to transfer people
from here to other parts of
Komatsu to get these ideas
accepted.”
Nevertheless Nakanishi,

who travels overseas about
four Hwm a year trawling for
ideas around technical Insti-

tutes and other companies,
enjoys his job and is pleased to

work at the centre. Host
Komatsu engineers want to
work at Hiratsnka, he says,
rather than at the company's
vast and extraordinarily hard-
working factories. "They think
it is heaven here.”
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Consider the benefits

ofnetworking PCs. For

advice on Office Sys-

tems call John Lynch.
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UNIX
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(01) 541-1-541
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Computer
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networking of
computers, and
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Most computer companies
“pursue an ongoing horizontal

diversification policy.”

Wejust make the best printers.

In the diversified, stratified, market-segmented world ofcomputers, it’s nice

toknow there’s still some goodhonest craftsmanship.

Through sheer excellence. Star has become the second largest

manufacturer ofdot matrix printers in the wodd and has firmly established itself

as Europe’s fastestgrowing supplierofcomputer printers.'

By only specialising in computer printers we exert tighter control over the

quality ofour products, (^fe even design and produce the machine tools used
tomanufacture our printers).

All ourmachines - from the most affordable dot matrix printer to tire most
sophisticated laser printer- feature easy-to-use front control panels. Industry
standard compatibility and advanced paper handling. Despite being priced
competitively, everymodel oflfers a consistently high level ofperformance and
print quality.

Our dealers and distributors have been carefully chosen to ensure that you
receive top quality service both before and after the sale. A twelve month on-site
warranty(UX. mainland only) is included on all Professional and Laser models
throughout the range.

Ifyou are seriously considering buying a computer printer; let us show you
there is a choice: Not all computer printers are the same.

Fora fiill product padc and details

ofyour nearest Star Registered Dealer;
contactthe Sales Information Line
on 0494 471111.

™IL

COMPUTER PRINTERS
StarMicronics UJL Limited,
StarHouse, Peregrine Business Park,Goram Road,
High Wycombe, Buckinghamshire HP13 7DL.
A division cfStar Micronks Co. Ltd., Japan.
“IOC ReportJune IH9.

AT THE CENTRE OF EXCELLENCE

CUSTOM MAINTENANCE
SYSTEMS

Specialist Software for Maintenance
Management * Job Cards #

Planning Chart *

Plant History * Labour/Maintenance Costs *

Costing Reports * Stock Control

Telephone 0208 77077

COCKING & DRURY LTD,

Commercial advantage

from Information Technology.

For over 13 years, we have been working

with leading Financial Institutions to help

them improve their performance through

Information Technology.

Call 01-436 9481

WHO’S WHO IN THE
~

UK INFORMATION TECHNOLOGY INDUSTRY
Researched & Published by

MARKET l

Technical personnel across aS product areas
^

name organisations.
including many new.

Contact: Market f International Ltd., Rowlandson Ua,,™ ^
Balterts Lira, N12 8NP. Td: 01 «48wS*”,
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Exchange
NUFFIELD THEATRE,
SOUTHASPTOii

Tnri Trifonov's Exchange was
produced at the Taganka
Theatre in Moscow by Tori
Lyubimov in 1376. It ran there
until 1984, when Lyubimov
was seen off. Then last year,
in the new age of glasnost.
Itwas revived, when Michael
frayn saw it, he immediately
asked for permission to
translate it, and tufa jg what
we now see.

It is a play that depends less
on story than on way of life
- in Russian, ^.Trifonov
has been accused of
“bytovtem,” too much ancon
with the way of ltfp; but, as
he has written, byt\&
something we all live in
Inescapably, it is the network
of everyday concerns, ordeal
by life.

'

At the heart of Exchange
is a simple problem. Viktor
Dmitriev lives with his wife
Lena and teenage daughter
Natashka in a one-room fiat,

with a shared bathroom, ana
Tanya McCalHn’s designs
encapsulate its
depression. Viktor's old
mother Ksenya also has a
one-room flat, bat a
dacha too, and Lena.’ doesn't
see why the two one-room
flats should not be legally
exchanged for a two-room
flat.

The objections come from
family affairs, not legal
difficulties. Viktor’s sister
Lora and her husband, who
are'workingon diggings in
Sberiojive in the dacha when
they are away from their
work. Lena can’t get on with
Ksenya. Her lather, Ivan
Lukyanov, very much of a
fixer, wants things done his
own way. Just when Lena
thinks Ksenya Is prepared to
surrender the key to her fii**,

the old lady, who is suffering
from dwnMh cancer, has a

I haven’t tried to assemble
thesedetailsinto a plot, for
a plot is not when
Trifonov offers ns, but a view
of Moscow society as
experienced by a variety of
average citizens. The play was
originally adapted from a
novel, and Trifonov has tried
to include every detail he can,
with the theme of exchange
seen throughout - not only
exchange of flats, but
exchange of girls, of loyalties,
of interests.

So time moves to and fro
in a Calendar of Its own;
characters thought of make
a physical appearance;
thoughts are spoken aloud.
Viktor has scenes with ids
formergirl-friend Tanya, - -

rejected for Lena; with his

father, longte^.with his .

grandfather,.modi opposed
to contemporary behaviour.
An agent who believes be
can facilitate flat exchanges
crosses the stage from time
to time, but helps no one.
(He has 13 connected
exchanges todeal with!) Ah
irrelevant handyman repairs
a cesspit. Aunts and cousins
abound in Gtlbextian
generosity.
The picture erf this Inimical

byt is displayed with the
vigour aid conviction of a
Chekhov, if not with Ms
dramatic artistry. Viktor, as
played by Martin Jarvis, is

split between everyday
efficiency and resignation to
his antagonistic fate.

Rosalind Ayres is a pleasant
young wife at one moment,
a selfish hitch at the next,
certainly less likeable than
Lavinia Bertram’s Tanya, even
than GabrieDe Lloyd's positive

Lora. Ksenya is a lovably

pathetic mother in Faith
Brook's hands.

Patrick Sandford is the
imaginative director.

BA Young

CINEMA

Spaced out time shuttles
~Wm\i

ear Albert Einstein,

I | I am writing to
m Jf you on my interdi-
M. mensional fax
machine to see if yon can help.
Many of us here on Earth can
no longer work oat the time-
space complexities of Holly-
wood movies.
Back To The Future 2 Is the

most fiendishly challenging
yet. Since this sequel to the hit
1985 fantasy takes its time-hop-
ping hero Marty (Michael J
Fox) and scientist companion
“Doc" (Christopher Lloyd) into
2015 A.D, and then doubles
back via 1965 to 1955 ending
with a glimpse of 1885, is it a
sequel or a prequel? Or both?
Is the chap who looks like
Marty's Grandad in the future
actually Marty himself? (Or his.

father? Or his uncle?) Can
Marty and Doc really meet
their own doubles at a point in
the past when neither has yet
been born? And why is Marty's
boyhood enemy Biff, now
grown up, wearing that pecu-
liar wig?
Dear Confused of Financial

Times,
These ’questions are

exercising. Obviously thanks
to the. success of Back To The
Future 1 (if we may be permit-
ted the hindsight digitalisa-

tion). Universal Pictures have
created a follow-up In accor-
dance with tiie universal law,
E =MCA squared (E standing
for entrepreneurial energy,
MCA for Universal'S parent
company). Relativity insists
that time is curved: therefore
all successful movies may well
meet their near-exact doubles
at a point along the sequel spi-

ral. I hope this helps. 1 cannot
ggpiain Biffs wig. Einstein.
Dear Mr HdiMa
Thank you for your reply,

which clears up several valu-

able points. 1 may be writing to

you again in six months time,

fori understand that they have
made Back 3b The Future 2
back to bads (so to speak) with

Back To The Future 3, which
wiD be out next summer. The
mind boggles. Is there any way
to preserve one’s mental equi-

librium in the face of all this?

Dear FT,
No comment. Rfastoin-

Heady days indeed in the

sequel continuum. The secret

to enjoying Back To The
Future 2 is grasp your befud-

dlement with both bands and
brace yourself for lift-off. We
will not attempt to unravel the
plot for you, as we are still

trying to do that fix’ ourselves.
Rnnugh that 17-year-okl Marty
(still played convincingly by
29-year-old Fox) zigzags
through time to foil a plot by
the bewigged Biff to turn their

home town into the Las Vegas
of the Tttnef. rniUgimlnm.

The film’s finest hour is its

first Touching down in 2015,

director Robert Zemeckis and
designer Rick Carter' turn the
earlier movie’s homely town
square into a futuristic fun
park. Flying cars ’ and "hover-
boards'' (aerial skateboards)
scoot round the skyline; Jaws
19 plays at the cinema, com-
plete with holographic shark
lunging from the marquee; and
in the nostalgia-inspired “Cafe
80s,” animated computer-im-
ages of Ronald Reagan and the
Ayatollah Khomeini bark out
tiie day's menu.
At times we wish someone

would bark out “slow down”
instructions to the pilot. Made
for 30-second attention spans,
Ha film rigchpw from one cli-

max or clifihanger to the
like a jet traveller terrified he

BACK TO THE FUTURE
2

Robert Zemeckis

FIELD OF DREAMS
Phil Aktau Robfnsoa

A PRIVATE LIFE
Francis Gerard

A WINTER TAN
Jackie Burroughs

REEFER AND THE
MODEL

Joe Comerford

will miss a connection. Coro-
nary collapse gwnn? a distinct

possibility for the movie dur-

ing most of its flwai thirty min-
utes. But in a saga whose suc-

cess is built on Inspired
Incidentals, enough of these
abound to sustain momentum
into part three. And Mr Fox
continues to grow as the cin-

ema's finest pintsize dynamo
since James Cagney.

Field Of Dreams, written and
directed by Phil AMen Robin-
son from W.P. Kinsella’s novel
Shoeless Joe. is almost as con-
voluted in its time-ehuttlings

as Back To The Future 2. But
far more whimsicaL Iowa
former Kevin Costner razes an
acre of precious cornfield to
make a baseball field. Why?
Because the voice of dead base-

ball legend “Shoeless” Joe
Jackson has whispered to him:
“If you build it, he will coma”
And lo! Mr Jackson comes.

So do the other Chicago White
Sox players of yesteryear,
swathed in legend apart from
the minor wrinkle of having

“thrown" the 1919 World
Series. (See John Sayles’s film
Eight Men Out.) As time wears
on, these ghosts are joined by
others, including a young Mid-
westerner who never realised
his baseball dreams. (We have
met met him in old age as Burt
Lancaster.) The shade of Aaron
Copland also seems to want to
join in, judging by James Hor-
ner’s pastoral-inspirational
music.
So the 19-teens, the 1980s and

a few other eras tussle for pro-
prietorship of the American
dream. But time-shuttlings are
the least of the film’s problems.
What sticks in tiie throat, in
place of the lump Robinson
tries to put there with the
film’s sentimental transports
(celestial choirs a speciality), is

its indigestible cook-up of
throwback politics and Capra-
esque populism.

All but bankrupting bis wife,
child and form, our hayseed
hero tries to recreate a bygone
America. He Is helped in this

by co-protagonist James Earl
Jones: a black Pulitzer-prize-
winning writer and former
1960s idealist, now pulled from
cherished oblivion to join Cost-
ner in his hunt for redemptive
ghosts. Jones is there at the
close when the field fills up
with folk and the soundtrack
hums to dialogue “Is

Heaven?," “No, it's Iowa."
The film, a $60m hit in

America this year, is less Field
of Dreams, more Catcher in the
Com: 90 minutes of shimmer-
ing hokem that might have
been conceived by Grandma
Moses in collaboration with
Norman Rockwell Kevin Cost-
ner performs marvels as the
hero: eyes lyrldsed by belief
Henry Fonda drawl filtered
through Gary Cooper visage.

Christopher Lloyd in ‘Back to the Future 2’

But even he cannot tackle com
this high ,

wide winsome.
The film's only moment of
come-to-your-senses wit is

James Earl Jones’s greeting to

Costner when he first shows
up, babbling of green fields.

“Oh God no,” says Jones,
“you're from the Sixties.”

Touche. But it is the first and
last rapier thrust in the film.

The week’s other movies,
modestly made, are defter at

weaving a political subtext
into a wearable plot A Private

life tells the truth-based tale of
a South African couple whose
life was blighted by apartheid.

White Afrikaans policeman
Bill (Bill Flynn) meets young,
whlto-complexlonad Stella, reg-

istered as “coloured” (Jana Chi-

llers). They illegally live

together and have children.

The family is riven with race-

related tensions; one son tragi-

cally dies; the mother contin-

ues her dogged battle to be reg-

istered white.
Part-funded by the BBC, the

movie’s scale is miniaturist No

Cry Freedom grandiloquence;
more a fine and deadly ana-
tomising of family life lived
inside the invisible barbed wire
of race laws. Francis Gerard
directed, Andrew Davies wrote
the script. Only one complaint
The movie focuses so closely
on the perceived Injustice of
one “white” woman's registra-

tion as “coloured” that we
sometimes forget to howl at
the whole concept of classifica-

tion by colour. The microcosm
distracts us from the macro-
cosm.
A Winter Tan Is a one-

woman show masquerading as
a movie. Jackie Burroughs eats
up the screen with her bare
fingers. She stars as (real-life)

American writer and feminist
Maryse Holder, who was mur-
dered In Mexico during a long,
promiscuous sex spree detailed

in her surviving diaries.

Raddled, hoarse-voiced and
electrifying, Burroughs comes
on like Melina Mercouri with
nymphomania. She and the
voiced-over diaries together

wrestle with the movie's clam-
orous paradox: What is a nice
feminist like this doing hurling
herself over the cliff of sexual
self-immolation? Five co-direc-
tore, including Ms Burroughs,
help try to explain. Riveting.

Joe Comerford's Reefer And
The Model is as amiably bat-

tered as its Irish protagonist's
trawler. Chucking its hero and
heroine onto the sea of life -
he an ex-IRA fighter turned
petty criminal, she the preg-
nant “model” he picks up on
the road - the movie takes
them from stuttering self-dis-

covery on the briny towards
action-climax destiny on terra

firma. Part thriller, part com-
edy, part oblique glance at the
Irish troubles, the movie bobs
about on an ocean of genre
alternatives. But its restless-

ness is finally its charm: a
thoroughly modern fable about
a land battling with a thor-
oughly intractable identity cri-

sis.

Nigel Andrews

Hamlet
OLD VIC

Xn-a flurry of advance publicity
concerning bullied actors, tear-

ful actresses, and an avowed
disregard for language, charac-
ter and motive, Yuri Lyubi-
mov's production of Hamlet
has come to town from Leices-
ter, where Michael Coveney
reviewed it.

I am not sure ifit sheds light
on even, that most fluidly pro-
tean play; .but it provides an
experience of often exciting
theatricality in the great cen-
tral European tradition of
expressionism and audacious
stylisation.

David Gant's chief player, a
top-batted tramp, no shirt
beneath the rags, goose-step-
ping through hammy thespian
flourishes, sums up this Sark
Slavonic antic hay. No, the
characters are not deeply moti-
vated individuals in the
English way; more capering
figures in a frieze.

The dominant feature
remains the arras, a worked
tapestry, oatmeal in colour,
high relief on one side, knots
on the obverse. It moves for-

wards and back, swivels and
turns, sweeps across the stage
at right angles to us driving
courtiers before it, challenged
by panicky guards, a mist, a
menacing shape, a space mon-
ster. Its swivelling enables us
to see Polonius and the king
eavesdropping on Hamlet’s
rough treatment of Ophelia,
shows ns the transfixed Polan-
ius and the tenacious Hamlet,
linked by cold steel through its

folds.

Lyubimov’s liberties are no
more outrageous than the mas-
terpiece can take (and, like all

masterpieces, welcome), cer-
tainly no more than one ffoda

in the adventurous provincial

houses. More questionable is

Veronica Smart and Daniel Webb

the un-Shakespearian gossip
for the gravediggers through-
out anH the cuts that include,

sadly, Polonius’ envoi after “To
thine own self be true.” Rich-
ard Durden successfully com-
bines absurdity and nastiness

in specs and turtleneck cable-

stitch. The sweater-clad cast,

together with the tapestry cur-

tain, make It a great night for

British textiles.

The non-existent

psychological approach limits
Daniel Webb to tearing a
passion to tatters — which be
doeswith a force unexpected
after so long spent playing
spivs and rat finks. Elsewhere
there may be fussiness,
misfired humour, perverse
distractions; but as a theatrical

vision the production's
authority is unassailable.

Martin Hoyle

LCDT
SADLER'S WELLS
We must inevitably look at
London Contemporary Dance
Theatre with especial interest

in this initial season under
Dan Wagoner, its new artistic

director. But any changes the
appointment may portend were
hardly apparent in the first

programme of the company's
London visit. Apart from a
light-weight creation from
Wagoner, the mixture was very
much as before.

The central figure of Tues-
day evening was Darshan
Singh Hhnlter as dancer and
choreographer. He appeared as
the soloist in Robert Cohan’s
Metamorphoses, a brilliant con-
ceit (seen earlier this year) in
Which TthnTlftr divests himself
of street clothes while an
oboeist, the excellent Joseph
Sandras, plays Britten’s Ovid
Metamorphoses, and projec-
tions of photographs by
Anthony Cnckmay comment
upon the dance action. The lay-

ers of clothing are like layers
of a personality. Bhuller’s
dancing is superbly fast,

strong,expressive. Crickmay’s
photographs of him, as always
with this most perceptive art-

ist, hold movement and charac-
ter marvellously imprisoned.
Metamorphoses should be
filmed for posterity.

Nothing in the rest of the
evening could rival the clarity

of vision or physical precision
of this piece. Bhuller’s own
Interlock is a duet we saw last

year, with Paul Liburd and
Ann Went entwined and forced
into Pilobolus-style intimacies
by the sound of a sitar. Jona-
than Lunn’s new Doppelganger
(set to quartet movements by
Philip Glass) found Bhuller
being haunted and guided by
Aletta Collins as a not very
probable alter ego. Both wore

nasty costumes and seemed
anxious. I don't blame them.
At the centre of the pro-

gramme was Bhuller’s latest
piece, Ace of Spades. Its theme
is the brutalities of the Viet-

nam War, and the traumas
subsequently felt by American
servicemen. Its realisation is

angry, vehement, ami cast in a
language of acrobatic ferocity.

But I do not think that the
dance stage in the late 1980s is

the place to rehearse these old
guilts and old wrongs. Bhull-
er’s own raw emotions are
doubtless worthy, but any com-
ment at this distimee of time
and space must inevitably
seem glib when cast in those
absolute blacks and whites
which are to be deplored in

any poster art that features the
world’s sores. The staging is

imaginative — smoke from
burning villages; troops in bat-

tle fatigues (but barefoot,
which makes an odd contrast)
- and the LCDT men are tre-

mendous in angry energy and
neurotic distress.

Dan Wagoner’s first creation
for bis company is Turtles AH
the Way Dam, whose fatally

quaint title is all too revelatory

of what we are to see. Three
girls, four men, wear unbecom-
ing brown breeches and bod-
ices, with bare midriffs. They
indulge in many a quip and
crank and wreathed smile as
Aaron Copland's piano quartet
goes its way, impermeable (so

it seems) to dance. Mr Wagoner
haunts the proceedings, Merce
Cunningham fashion — flicker-

ing gesture; careful walk -

dressed in Western gear. The
piece appeared gentle, predicta-

bly larky and, to me, wholly
inexplicable.

Clement Crisp

ARTS GUIDE November 17-23

EXHIBITIONS

London

The Royal Academy. The Art
of Photography 1839-1989: a cele-

bration of the 150th anniversary
of the first practical demonstra-
tions of the medium. Daily until

December 23.

Paris

Mnsfie des Arts Decoratifs. Je
suis le Cahier - Picasso's sketch-
books. After two years of mean-
dering the world over, the exhibi-

tion ends, aptly, in Paris. The
40 sketchbooks covering a period
of 64 years follow closely Picas-

so's development. 107 Rue de
Rlvoll (42603314). closed Tue.
Ends December 31.

The Louvre. Arabesques et Jar-

dins de Paradis. The beauty and
richness of nature is a leitmotiv

which runs through Islamic art

from Spain to India, from the

8th to the 18th century. Closed
Tue, ends Jan 15 (40305317).

The Louvre and the Chateau
de Versailles. David. A retrospec-

tive consisting of 84 paintings
and 165 drawings is held simulta-

neously in the Louvre and in

the Chateau de Versailles. It

retraces the artistic development
of the founder of neo-classicism

who. cutting free from rococo’s

frivolities, preaches the Roman
republic's rigorous virtues in

The Oath of the Horatii and in

The [Actors returning to Brutus
the bodies of his sons. A radical

revolutionary and friend of
Robespierre, fae Immortalises
the assassination of Marat inhls

bath, while organising the Revo-
lutions self-glorifying festivities.

With the advent of Napoleon

be becomes the Emperor's pre-
mier peintre and celebrates him
to a romantic equestrian portrait
crossing tiie Alps and in the vast
Coronation, the replica of which,
together with the unfinished
Tennis Court Qeih and the Pre-
sentation of the Eagles to the
Imperial Army is to Versailles.

Louvre closed Tue, Chateau de
Versailles closed Mon, both exhi-
bitions end Feb 12.

Galsrie d’Art Saint House.
Lucretla. Setting off the white
androse-coloured body against
a deep black background, Lucas
Cranach the elder dares to paint

at the beginning of the 16th cen-
tury in Luther’s town a disturb-
ingly beautiful Lucretla. There
is a wistful yet sensuous expres-

sion on her face, a
hgfater-tban-air white veil

emphasises her total nudity and
a gold chain rises and fells with
the contours of her breasts. 267,

rue Saint Hooort (42601503).

Closed Sat. Sun and lunchtimes.
Ends Dec is.

Brussels

EuropaUa Japan 89:

Mnsees Rcrranx d’Art et d'His-
toire. Nambam Art explores the
Portuguese influence on Japa-

nese painHpg and the Splendour
ofNO Theatre shows props and
costumes from the Rokuro Ume-
waka Collection. Closed Mon.
Ends Dec 17.

Musee dlxeUeg. Shunga - Im-

ages du Printemps. Erotic Japa-

nese etchings. Ends Dec 3. Closed

Mon.
Mnsde d'artModerne Place Roy-
als. Taken Yamaguehi and Yoshi-
ships Salto, abstract art in
Japan. Closed Monday, ends Dec
17.

Antwerp

Museum ofModem Art (Muhka)
32 Leuvsnstraat New tools - New
Images: art and technology in

Japan today with Installations

by Tatsuo Miy^ima. Tsuneo
NakaL Closed Monday, ends Dec
8.

Hessenhnis. 53FalconruL Japa-

nese posters by 12 graphic
designers. Closed Monday ends
Dec 17.

Madrid
Fimdacion Jnan March. Retro-

spective of Edward Hopper opens

the autumn season at the founda-
tion. 61 works by the New York
realist covering a period of 56

years. Until Jan L

Barcelona

Caixa do Barcelona. Raoul Dufy.
Works by the French fauvist,

well known for his lively use
of colour and interest In varied

forms of art, are on show in

Spain for the first time. The
exhibit Includes paintings, water-

colours. drawings, ceramics and
fabric design, belonging to pri-

vate collections and museums.
Ends 15 Dec.

Hanover
Sprengel Museum, Kurt-Schlwtt-

ers-Platz. Der blaue Reiter (Tbe
Blue Horse), this museum is dis-

playing around 61 pieces from
Its own collections as wall as
some additional paintings on
loan from East Germany and •

by other artists who belonged

to the same Munich-based group.

Works by Wassily Kandinsky,
Franz Marc, August Macke.
Alexei von Jawlensky, Gabriele

Mflnter and Marianne von Wer-
ftMn can be viewed until Feb
n.

Munich

surttliriiy ipniArtp tm Lebmbach-
hans. The most complete retro-

spective of tbe expressionist
painter Karl -Schnudt-Rottlpff
to date with almost 370 works
from 70 private and public collec-

tions. After the ffirchner and
TTflclfPl wrhthWfins

, this Is the
third significant project from
one.of the founding members
of-the Brficke group. Schmid t-

Rottluff, wbo died m Berlin to

1978, was strongly attacked dur-

ing the Nazi years.

Vienna

Museum lira Applied Arts is host-

ing a large exhibition devoted

to the works of Carlo Scarpa,
the Italian artist and architect.

The theme is focusing on “The
Other city”. Until Jan IS.

Museum for History. An exhibi-

tion of paintings by Amulf Rei-

ner, deemed to be one of Aus-
tria’s most successful post-war

artists, and who recently had
an exhibition toNew York. Ends
Jan 38.

Rome
Spanish Academy. Salvador Dalc
Sculptor and Painter-Supreme h
genius, or merely “Avldadoliars",

as his unkind ptaian nickname
implies? This exhibition con-

vinces one that genius becer-
_

taiuly was but that his Inventive

and sophisticated talent became
irretrievably warped from the

1970s on, when he became cruel

and tiresome to his desire to

shock. Ends Dec 3,

How York
Metropolitan Museum. A decade
of febulous shows borrowed from
around the world culminates
in the present exhibit of the
major works of Velazquez, much
of which is borrowed from the
Prado to Madrid. Ends Jan 7.

National Academy of Design.
More than 160 objects from the
FHzwilllam Museum to Cam-
bridge are making’ their way
round America, giving a sam-
pling of objects and paintings,
among thwn works by Titian.
Peter Paul Rubens *nrf Renoir,
under the theme of the increase
of learning and other great
objects. Ends Jan 28.

Itetropoitaa Museum of Art.
A major exhibit of the works
erf Canaletto brings alive scenes
of Italy to its secular glory.

i many are familiar,

: makes the artist's vision
a breathtaking panorama with
touching attention to itoail.

Ends Jan 21.

Centre for International Contem-
porary Arts. A new New York
Institution with the goal of catal-
oguing: curatorial information
about artists around the world
evens appropriately with a retro-
spective of Japanese artist Yayol
Kusama. 57th & Fifth Av.

Washington
Hirshbora Museum. The Brat
retrospective to America In a
quarter century celebrates Fran-
cis Bacon’s 80th birthday with
a comprehensive review of IxiB

i career. The threecity
! tour begins here with 60

works, a surprisingly Large num-
ber of which are highlights of
contemporary art. Ends Dec 7.

National Gallery.A major inter-

national collaboration showing
the major works of Frans Hals
outside the Netherlands for the

first time starts here with more
than 60 paintings; next year it

travels to the Royal Academy
to London and the Frans Hals
museum to Holland. Ends Dec
3.

Tokyo
Tcden Museum, Meguro. Yasuo
Kuniyoshi. Retrospective to

marie the centenary of a Japa-

nese artist who emigrated to tbe

US as a teenager. His earlier

work is glum and faux-naif, but

to his last decade his palette was
liberated and he produced a
remarkable series of grotesque

images of clowns and carnivals.

Sewm Museum of Art Vienna
in tbe 1900s. The former Seibu

Museum has moved to a new
site in Minami Ikebukero and
opens with a major exhibition

focusing on Klimt, Schiele and

other artists of the Vienna Seces-

sion. Closed Thursdays.

National Museum. Art of the

Muromachi Period (1334-1537).

Major exhibition featuring some
400 works from the period when
the shoguns had consolidated

their power, bringing a period

of relative peace and prosperity

with a resultant Dowering of

the arts, much of it influenced

by Zen Buddhism, such as ink

painting, garden design and the

tea ceremony. Closed Mondays.
National Museum of Modern
Art.A Perspective on Contempo-
rary Art: Colour and/or Mono-
chrome. Paintings, prints and
sculpture by 21 younger artists

from Japan and elsewhere,

selected to illustrate the use or
absence ofcolour. Closed Mon-
days.

BOOK REVIEW

Understanding opera
Henry Pleasants, an American
music critic and writer settled

in London, Is the author of a
valuable chronicle for which
other opera writers should be
grateful. The Great Singers.
Now, with his latest book
Opera in Crisis (Thames and
Hudson, 128 pages. £11.95),

readers of this page puzzled by
untranslatable musical terms
like appoggfetura, cabaletta or
spinto, may now share that
gratitude. The chapter on the
sppoggfeture — an often
unwritten ornament long out
of fevour but now rehabilitated
— is tiie clearest I have read.

There is good sense too
about high notes, specified or
not by the composer but expec-
ted by the general public. “Yes,
Signor Tamberlik may come
in," said Rossini, “but ask him
to be good enough to leave his

C sharp in the hall with his
coat” Those not gifted with
the mixed blessing of absolute
pitch may be surprised to find
how often, since concert pitch

has risen during the last hun-
dred years or so, sopranos and
tenors (with the approval of
conductors) resort to down-
ward transposition.

The essays which give the
book its title refer not to the
usual spectre of looming bank-
ruptcy but to the activities of
producers and the post-war
lack of new operas which have
caught on with the larger pub-
lic. As fra “producentis,” Pleas-
ants retails a succession of hor-
rendous-sounding examples
without making much attempt
to discover reasons for the epi-

demic. And it is prejudiced, to

say the least of it, to condemn
modern opera so sweepingly
without mentioning Peter

Grimes or its successors. If sec-

ond-brew verismo-type melody
is what is wanted, what about
Walton's Troiha and Cressida?

It is surprising to find, com-
ing from a critic of such long
and varied operatic experience,
hoary criticism of Wagner for

“sheer boredom” and “barren
patches” - as if Wagner was
no more than juicy popular
numbers or episodes separated
by “empty wastes”!

At the end of the war, as an
intelligence officer with the US
Army, Pleasants had the luck
to be sent to Vienna. It was his
job as well as his pleasure to
concern himself with the re-es-

tablishment of the temporarily
homeless State Opera. This
was the fortunate period when
surviving and still happily
vocal veterans overlapped with
a rising generation bursting
with talent to form a combina-
tion of ensemble opera and
stars for which later inten-
dants in Vienna and elsewhere
have sighed in vain. There is

an admiring chapter of about
the wealth of singers, mainly
German and Italian, and con-
ductors at the Metropolitan in
New York in the 1880s.

Is the nostalgia justified? On
vocal grounds, yes. But doubts
arise over questions of staging.
The feet that the Ring produc-
tions were “as close as possible
to carbon copies of those of
Bayreuth” may or may not
have been an advantage. Sta-
tistics about singers don’t
quite make up for absence of
information about the state of
the operatic art at that time as
a whole.

Ronald Crichton

SALEROOM

Something to sing about
The autograph manuscript of
Schumann's first, Indeed only
completed, piano concerto sola
for £880,000 at Sotheby's yester-
day to Rosenthal, the Oxford
dealer. The price, a record for a
stogie musical manascript at
auction, was within Sotheby’s
target
Schumann began the con-

certo in 1841, writing it for his
new wife, the pianist Clara,
whose amendments appear on
the manuscript The price is a
very high one. but the unique
character of the document jus-

tified the saleroom's confi-

dence. All told the auction of
musical manuscripts did excep-

tionally well, totalling £2.2m,
with less than 5 per cent
unsold.

The autograph manuscript of
(me of Bach's major cantata's
“Auf Christi Himmeifahrt
alleln," was comfortably above
target at £429,000. A “lost"

Schubert manuscript for the
Magnificat in C Major made
£148,000 and a Japanese dealer
paid £88,000 for an autograph
sketchleaf by Beethoven of the
Choral symphony.
Two paintings which Burne-

Jones completed for the
Church of St John tbe Apostle
in Torquay a century ago sold
Cor £770,000 and £682,000 at
Sotheby's in London on Tues-
day night. The church sold
them to fund urgent repair
work and the sum raised
exceeded expectations three-
fold. Sotheby’s ha« arranged
for copies to be painted to their

place. The higher price, paid
for “Nativity," was a record for
the artist

All told the auction of 19th
century art brought in £4.4m,
but with over 27 per cent
unsold. The failures were con-
centrated on the continental
section and the biggest setback
was a panorama of the Boule-
vard St Denis by Bdraud,
unsold at £380,000.

The Japanese are showing
more interest in this sector,
and “The loving cup" by Ros-
setti, a small watercolour,
went there for £165,000, way
above estimate. A larger ver-
sion is already in Tokyo's
National Gallery - of Western
Art. British art did well, with
new records of £143,000 paid for
“In memoriam,” a commemora-
tion of the Cawnpore massacre
of 1857 by Payton, and the
same sum paid for “The Crown
of Glory" by Evelyn de Mor-
gan. The Getty Museum sold
five works for £312,400.

At Sotheby's yesterday a pic-
ture of bulls on a beach by the
Spanish 19th century artist
Joaquin Sorolla sold for
££15,000. a record for the artist
All told the auction of Spanish
art brought to £3m.
The Gold Medal that Dame

Peggy Ashcroft received in
1926 from the Central School
was sold for £396 at Phillips
yesterday to Theatre Despatch.
The money goes to help save
the Rose Theatre.

Antony Thoracroft
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US budget

reement
THE BUDGET agreement
reached two days ago between

congressional leaders and the

White House is of almost no

economic significance. A $14bn

reduction in the deficit for the

present fiscal year represents

only ’/* per cent of American

gross n^nnal product Where
the agreement does matter is

politically. It reveals the capac-

ity to reach agreement
Why might the fiscal deficit

matter? One possible reason -
the threat of an explosion in

the burden of federal debt -

can be discarded. If nominal
GNP were to rise by 6 per cent

or more and the federal deficit

were not to exceed the gloomy
forecasts of $130bn (about
$25bn more thaw the Office of

Management and Budget fore-

cast on the basis of which the

agreement between the con-
gressional leadership and the

White House has been
reached), the ratio of federal

debt to GNP would remain star

ble.

More relevant, therefore, are

the effects on savings, invest-

ment and the external balance.

The US has a low rate of

national savings, to which the

fiscal deficit continues to make
a strongly negative contribu-

tion. If elimination of the fed-

eral deficit were to have no
offsetting effects on savings
and investment in the private

sector, its disappearance would
also remove the current
account deficit In the last fis-

cal year, for example, the fed-

eral deficit was $152bn, consid-

erably larger than the current
account deficit which was run-
ning at an annual rate of
*l20bn.

Protectionist stimulus
One argument for alhniinit-

ing the current account deficit

is that the accumulation of
external debt would stop. But
at around 10 per cent of GNP,
even on official measures, US
external debt Is still not partic-

ularly high. The more powerful
reason for eliminating the defi-

cit is the stimulus it has given
to protectionism.
Even if one were to accept

this pragmatic case for efimi-
Dating the external deficit, UK
experience has demonstrated
that the relationship between
fiscal and external deficits

should not be oversimplified.
While a change in the Ameri-
can fiscal deficit would proba-

bly alter the current account
deficit in the same direction, it

would not do so by the same
absolute amount Moreover,
the current account deficit has
already Men from 3.3 per cent

of GNP in 1986 to 22 per cent
in the first half of 1989 and
might fall unexpectedly fast In

1990 if the widely forecast
recession materialises.

In short there is same room
for doubt about the signifi-

cance of the fiscal deficit; there
is also reason to question
whether its elimination would
have the desired effects. What
is not open to doubt however,
Is that an economically worth-
while change would be of the
order of 1 per cent to 2 per cent
of GNP, or $50bn-$100bn.

Nickels and dimes
Why then should grown up

Congressmen, not to mention
the President, concern them-
selves with nickels and dimes?
The justification is that it is

better to meet a fiscal target
through conscious decision
rather than sequestration.
Unfortunately, it is not much
better. The agreement is only
over a forecast, one that few
dispassionate observers believe
will be met Yet there are no
penalties for failure. In addi-
tion, the agreement has been
reached with smoke and mir-
rors. About a third of the cuts
is due to sequestration itself;

another third consists of addi-

tional revenue, much of it

"borrowed" from next year;
and the final third consists of
cuts in spending, a portion of
which is owed to clever fiddles.

All this is simply to avoid
raising taxes. President Bush
has shown a more obstinate
attachment to President Rear
gan’s principles than ever Pres-
ident Reagan did. With both a
recession and an election year
mining up, the chance to make
a serious fiscal change is now
past, which means that, bar-
ring a miracle in arms control,
the US is likely to run a sub-
stantial fiscal deficit for the
indefinite future. Fortunately,
tins may not matter too rnnCh.
Yet the sad truth remains that
the budgetary process of the
world's most powerful country
has been aiwiad at achieving
trivial changes, through a dis-

honest process, in order to
evade a President’s unwise
commitment.

Broader courses
for sixth forms
IN THE UK education world,
nearly everybody pays lip-ser-

vice to the need for a "broad
and balanced" curriculum for

16-to-18-year-olds . Yesterday,
Mrs Angela Rumbold, the Edu-
cation Minister, reiterated the
Government's commitment to
these goals. She argued that
Advanced Supplementary (AS)
examinations introduced in
1987 would enable students to

achieve breadth and depth in

their studies. AS level exams
are intended to be as demand-
ing as the more traditional
Advanced level exams (A lev-

els), but to take only half as
long to complete. Mrs Rum-
bold’s expectation is that stu-

dents will increasingly opt to

take two A and two AS levels,

rather than the customary
three A levels.

AS exams offer a welcome
extra degree of flexibility, but
it would be unwise to regard
them as a panacea. One of the
big drawbacks of A levels -
which date from the 1950s - is

that they were designed to
cater only for the brightest 20
per cent of pupils. In previous
decades it was taken for

granted that the bulk of chil-

dren would abandon academic
study at the age of 16. A new
academic exam for 16-to-18-
year-olds might have been
expected to cater for a larger
proportion of the age group.
But the Government has ruled

out this possibility by stipulat-

ing that AS levels be pitched at

the same level of difficulty as
A levels. At best, therefore,

they can offer a broader educa-
tion only for a small propor-
tion of 16-to-18-year-olds.

Stepping stone
It is questionable, however,

whether they will achieve
much even for this privileged
group. A report by Her Maj-

esty’s Inspectorate published
yesterday shows that many
schools and colleges are mak-
ing poor use of the new exam.
It is seen by many as a step-

ping stone to an A level In the

same subject or as a simulta-

neous safeguard for weaker A
level candidates. In the schools

surveyed, only about 20 per

cent of pupils were taking AS
levels In subjects that con-

trasted with their A level

choices. In the great majority

of cases, AS levels were chosen

to complement A level choices:

thus a budding scientist might

add AS maths to A levels in
physics, chemistry and biology.

So far, therefore, AS levels
have had little impact on pre-

mature specialisation.

Schools have not yet had
much time to adjust to the new
exam. But even if the majority
eventually shifted to a norm of

two A and two AS levels, with
at least one of the AS exams in
a contrasting subject, the sixth

form curriculum would still be
far from ideal. In most compet-
itor countries, 16-to-l8-year-
olds are required to study at

least six or seven disciplines.

More important, core subjects
such as maths, sciences and
languages usually remain com-
pulsory.

Compulsory subjects

One way forward would be
to regard AS levels as a
replacement for A levels. If the
standard university entrance
qualification became six AS
levels inatAnd of three A levels,

a really significant increase in

breadth might be achieved. If

AS levels in maths, English
and science were compulsory
requirements, then England
might begin to achieve the
kind of balance taken for
granted abroad and already
achieved to some extent in
Scotland. Such requirements
would look very similar to
those of the International Bac-

calaureate, which specifies six

subjects, including maths,
English, science, a foreign lan-

guage and a social science.

Breadth and balance are cru-
cial, but a sixth form curricu-

lum also has to cater for more
than the top 20 per cent of the
ability range. One of the merits
of the new curriculum for 5-to-

16-year-olds is that many differ-

ent levels of attainment are
specified. A similar procedure -

could be adopted for 16-to-18-

year-olds. It makes little sense
to say that somebody who does
not quite meet the criteria for
an AS level should gain no
credit even though they have
progressed well beyond the
standard of the GCSE exam
taken at 16. The other main

!

requirement is to develop a set
,

of vocational options which
non-academic students could

i

pursue alongside studies in j

core subjects such as maths I

and English. What is badly
needed, as Mrs Rumbold her-
self acknowledged yesterday, is

a bit of lateral thinking
.

T here is nothing more
futile than trying to
guess the UK trade
figures the day before.

It is more profitable to look at
a different way of analysing
the overseas position, which
will remain valid whatever the
October trade figures say. The
alternative is to look at the
UK's whole external balance
sheet, with the aid of new
information in the Bank of
England November Bulletin.

The Bank’s estimates are
important when we reflect on
the true ultimate cost of red
ink in the balance of payments.
This is that surpluses on goods
and services have to be earned
eventually to service accumu-
lated overseas debt That cost
may still be worth paying,
however, if the yield on addi-
tional investment financed by
overseas borrowing is suffi-
cient to cover the servicing.

In fact the UK’s overseas
assets at present ter outweigh
its overseas debts. Net over-
seas assets have been on a pro-
nounced upward trend, rising

from around E12bn at the end
of 1979 to a record of over
EllSbn in 1986. After felling to
£90bn in 1987 they recovered to
around £IQ0bn by mid- 1389.

The change in a country’s
overseas balance sheet in any
given year is the result of two
separate items, first there is

the net outflow or inflow of
overseas investment. This
would. If the figures were cor-

rectly known, correspond to
the current balance of pay-
ments surplus or deficit. A sur-

plus tends to boost the net
external position, and a deficit

to diminish it. But to this must
be added or subtracted a sec-

ond item: the effect of revalua-

tions of existing overseas
assets and liabilities, which
can often dwarf the inflows
and outflows from the balance
of payments.

Part of the trend rise in the
the UK’s net overseas assets
over the decade reflects the
current account surpluses of
the oil-rich years and refutes

the myth that the North Sea
bonanza was wasted. But it

also reflects revaluations, both
of recent investments financed
by oil surpluses and of invest-

ments made earlier.

The effects of revaluations
have been positive in nearly all

recent years, with the big
exception of 1987, which was
due, not to the Wall Street
crash, but to the plunge in the
dollar’s exchange rate which
reduced the value of dollar
denominated assets.

The recovery up to the mid-
dle of 1989 reflects, in part, the
recovery of the dollar against
sterling. Even, however. If the
computation Is made in dol-
lars, UK net overseas assets
have remained stable in the
last few years at just over
$160bn. Britain is thus in a dif-

ferent league from the US,
which has an estimated net
debit position of over S500bn.
The British external position

compares well too with the
German one. Measured as a
percentage of both gross
national product and exports
Britain’s assets were actually
larger. On the same basis Brit-

ish net overseas assets were
also larger than Japanese ones,
even though in absolute terms
Japan led the world with over-
seas assets Just short of 8300bn.
There are at least two possi-

ble sources of error in the
Bank of England estimates.
The first concerns our old
friend the "balancing item,” or

Banking on
the Ecu

Despite all the excitement
this year about economic and
monetary onion in Europe,
the Ecu or European Currency
Unit has tended to slip from
the headUnes in recent
months.
This could now change. The

Association for the Monetary
Union of Europe, a pressure
group set up at the suggestion
of the former West German
Chancellor Helmut Schmidt
and ex-president Vaksry Gis-

card d’Estaing of France, is

taking steps to put this embryo
European currency back at

the centre of discussion.

The association has Just

commissioned Ernst & Young
to develop "a strategy and
action plan” to promote the
Ecu. As a first step, it will be
polling around 350 major com-
panies throughout Europe to

see how they could better use
the currency unit
There will also be a macro-

economic study, organised by
Britain's National Institute

of Economic and Social

Research, to investigate the

obstacles to the use of the Ecu
throughout the Community.
The initiative has been

inspired by the discovery that

86 per cent of European busi-

ness leaders want a joint Euro-

pean currency, but are inhib-

ited from using the Ecu
through lade of knowledge
about it The idea is to prove

its "critical mass”. First results

of the study should be avail-

able by March.

Save Lockets
Here’s a nice question. If

you acquired a restaurant with

a famous name and consider-

able traditions, would you
change the name?
Simon Parker Bowles has

bought Lockets from Trust-

house Forte for £550,000.

Because it Is close to Westmin-
ster and there is not much
competition in the area. Lock-
ets has been the home ofpahti-
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The true

external
position
By Samnel Brittan

Mack hole in the balance of
payments. As already indi-

cated, in years when there is a
net capital outflow, that out-

flow should equal the current
account surplus; and when
there is a capital inflow that
inflow should correspond to
the current account deficit

(that is to say that the inflow
finances the deficit).

But because of gaps In the
figures, the two approaches do
not match- In 1988 a capital

inflow (that is an accumulation
of overseas debt) of £2J3bn was
recorded - the first such
inflow since 1976. But this was
much less than the recorded
current deficit of £l4.6m.

Balance of payments statisti-

cians make the pessimistic
assumption that the current
deficit is correctly recorded
and that the balancing item
consists of capital inflows. The
compilers of the overseas bal-

ance sheet on the other hand
make the more optimistic
assumption that the recorded
capital flows are the correct

ones. As a result, they may
understate capital inflows (that

is UK borrowing) in bad years,

and overstate outflows (that is

UK investments good years.

On extreme assumptions the
UK external balance sheet at
Ihe end of last year would have
been overstated by £50bn.
There is, however, a more

certain offsetting error of
understatement Direct invest-

ment is - in contrast to the
portfolio variety - normally
entered at book value. This
leads to a very large underval-
uation. FOr a combination of
successful enterprise and
straightforward inflation will

lead to a large surplus an book

value for most business assets.

We are not talking about
trivial amounts. UK direct
overseas investment is esti-

mated at over SlOQbn gross and
£40bn net Some American
economists argue that US
investments abroad are under-
valued far more than foreign
investment in the US. They
believe that the large overall

net debit position shown for

the US in toe official estimates

is much overstated and may
even be wholly fictitious. Tak-

ing the two sources of error

together, in the British case,

the Bank estimates may be
about right

Some analysts scoff at the

estimates of external assets,

because most of the financial

and the physical assets
involved are held by the pri-

vate sector and not available to

the Government. But that
w-p^

nUy applies to current

balance of payments, which
reflects private sector borrow-

ing for which the UK Govern-

ment is not liable.

It is, of course, easy to imatg-
ine even a strong net overseas

asset position, such as that of

the UK, running off quickly, as

has happened in the US in the

course of the 1980s. So far

there is no sign of this happen-
ing in Britain's case. Indeed

during the period of very high
recorded current account defi-

cits, since the beginning of
1988, net overseas assets have
risen in sterling aiyj remained
stable in dollars.

Revaluation effects are of
coarse too erratic and jerky to

rely upon year-to-year. But in

the last decade they have aver-

aged £4bn to £5bn per annum,
and in the seven years before

the Z987 shock they averaged
over £7bn. So the brief answer
to Professor Wynne Godley
(Letters to the editor, Novem-
ber 21) is that even in Ids own
terms, the needed tumround
on the recorded current
account is neither as large nor
as urgent as he supposes.

But these are not terms tint
should be accepted. For
although the external balance
sheet approach is less crudely
misleading than the obsession

I am stin'pfeying the*devift
advocate in using even this.

For net external assets are
only about 5 per cent of
national wealth. If we have to
have some policy objective to

prevent the country consuming
the seed com, or going on a
spending spree at the expense
of the future, the best one to
look at would be national
wealth, which would take into
account the domestic capital
stock, as well aa overseas
assets and liabilities. (Meade*
and his followers now regard
an annual investment objective

as the best practical approxi-
mation to this goal).

But even the wealth or
investment objective is, in my
view, going too for, First it con-
centrates on the quantity
rather than the quality of capL
tal formation (a comparison
which favours the 1970s at the
expense of the 1960s). Secondly,
and mare fundamentally, there
is not the slightest evidence
that governments are better
aide to a guess of the
optimum balance between
present and future gratifica-
tion than their own' ettfons.

It would be best for govern-
ments to concentrate on main-
taining a rough balance in
theh own budgets over the eco-

nomic cycle and an stabilising

the value of the currency. They
would find out in the course of
carrying out these two bask:
duties the prudential limits to
external borrowing better than :

by any kind of statistical
parade ground exercise.

*Macroecottomic Potfey: Infla-

tion, Wealth and the Exchange
Rates M. Weale etc. Unwin
Bynum £50.

So far there is no sign of
Britain’s strong external

balance sheet deteriorating

Book review

Hunger and

utopian ideas

T he very fact that people
are dying of hunger and
malnutrition when there

Is plenty of food in the world
is, depending on your vantage

point, one of the conundrums
or great scandals of interna-

tional politics today. The
world’s soils, skills and finan-

cial resources have -already

produced enough to feed every-

one and the imminent biotech-

nology revolution will more
than keep up with population

growth over the next genera-
tion. Yet in all probability
there will still be famine. Why?

Christian Aid - the aid arm.
of the British Council of
Churches which is very
involved in developing coun-
tries - commissioned Clive
Robinson to find out. As Lord
Plumb, former President of the
European Parliament, notes in.

a foreword, the result is -100

well-researched, concise pages
of analysis of a most complex
subject Hunger is an emotive
issue and the vagaries of the
rich world's farm policies are
an easy target Above all, Rob-
inson does not fall into the
trap of assuming that the
blame for today's situation can
be laid solely on rich countries.

The problem of hunger
arises, he says, not because
there is tofflrfftriant food, but
because those who go hungry
are too poor either to grow
enough food or to buy it One
reason, virtually insurmount-
able on its own, is geography:
famines most often occur in
semi-desert lands. As people
move to escape these regions,
untenable pressure is put on
areas where enough food might
be grown for fewer people.

Another reason, however, is

that the governments ctf devel-

oping countries, rather than
protect their farmers as the
industrialised world does,
mostly tax them heavily. This
is hardly surprising when
wealth is farm-based, but it is

another twist to the spiral
which encourages bigger fenn-
els at the expense of the poor.
Yet another problem has

been developing countries'
attempts to encourage industr-
ialisation to widen their
sources of wealth. This has
encouraged a drift from the
land and the creation of the
landless poor.

All these problems are well
enough known, as is the contri-

bution of the rich world to
Third World poverty. On the
one hand, protectionist form
bolides have, created surpluses
for export, depressing the
prices of the form exports of
those developing countries
which compete, while making
available cheap imports to the
countries which would other-

wise have relied on growing
their own food.

On the other hand, rich
countries’ aid policies, like
those of the colonial powers
before them, have gone for big
cash crop projects, again to the
disbenefit of the very small
farmer.
The net result ctf all these

HUNGRY FARMERS: ...

World food needs and
Europe's response

By Clive Robinson .

Christian AM£4.9$ ;
'

policies is that some of the big-

ger or better educated Third
World formas have got richer
- hke those able to profit from
India’s Green Revolution -
while most have been trapped
in a cycle of poverty without
-the physical or financial
resources to escape. .

Clive Robinson does
. hot

draw the parallel, but in same
ways this development is strik-

ingly similar to what has hap-
nened in the European Com-
munity over the last 25 yearn.
Though smaller farmers there
do not, of course, go hungry, ft

is reckoned that 80 per cent of
the vast sums spent on form
support in the EC have gone to
tagger farmers and to traders,

rather than to the small fanner
So what is to be done? Chris-

tian Aid. like the Brandtland
Commission on Development
in 1986, believes that the
"answer” lies principally in so
altering the teww of trade aq)
government policies as to
actively benefit the small
farmer. Simnlv increasing the
available food, even if it is

grown within the developing
country, is not enough. Criti-

cally, aid. trade and credit poli-

cies must all be designed with
the small farmer In mind
That sounds fine — but then

read the list of reforms Chris-
tian Aid believes are necessary
for those beneficial policies to
be put In place They range
from "land reform to redistrib-

ute resources to the powerless
and to women” through more
“credit” for the poor and
improved transport 'and infra-

structure, to a reordering of
the world’s form policies (not
necessarily by freeing world
trade but by putting more, quo-
tas an . rich world production to
Improve tbe competitiveness of
Third World produce); as well
as aid policies which favour
the very small former: .-

The measures are all virtu-

ous and would, if implemented,
presumably ameliorate the.sit-
uation- The trouble -is that
most of them have no hope of
being practically

.
achieved.

They have been on the agenda
for a generation, and hunger
ranudna.

That does not of course
mean that the rich world
should not try to fashion its

policies positively to assist the
Third World; and it certainly
does not mean that developing
countries should not put their
own houses in order with the
fete of their poorer citizens
foremost in mind. But if'Chris-
tian Aid’s analysis does any-
thing, it is to ram home yet
again that very depressing les-

son that there are no easy
answers or quick solutious fo
the problems of hunger.

Bridget Bloom

Observer
cal intrigue and debate over
the ages - for Tory Labour
MPs alike, Barbara Castle as
much as Sir Geoffrey Howe.
THF picked it up last year

as part of its acquisition of
Kennedy Brookes. Rocco Forte,

the THF chief executive,

offered the restaurant to Par-
ker Bowles last month.
Lockets is now closed for

refurbishment and will re-open
in the spring. It wifi, then be
known as Green’s after Parker
Boles’s Restaurant and Oyster
Bar in St James’s. A mistake,
one would have thought, and
perhaps an odd political signal

for a place so near to Westmin-
ster.

Real meat
Ambassador Jay Hee Oh

of South Korea is at pains to
correct some of the myths
about dog-eating in his country
ahead of the visit ctf his Presi-
dent to Britain next week.
“They are not the sort of

dogs yon keep as pets,” he told

British journalists yesterday.
“Your dogs are all bah- and
no meat - nothing to eat
Ours are dogs kept and bred
as you breed cattle for beef."

The Koreans are also pointing
out that, unlike the French,
they do not eat horses. As for
cat-eating: “That is only for

medicinal purposes,” said
Ambassador Oh.

Wits and twits
The Spectator/Highland

Park Parliamentarian of the
Year Awards have become part
of the political calendar: rarely
can so many Cabinet minis-
ters, Shadow ministers and
back-benchers attend the same
lunch, and each year there is

a small surprise.
This year it was Nigel Law-

son, who was given a special
award for the speech ofthe
year for his brief remarks in
theBouse ofCommons after

“What if Anthony Meyer
should win outright?”

he had resigned as Chancellor
of the Exchequer. Lawson, a
former editor of the Spectator,

said that he hoped that the

award would become perma-
nent, but that someone would
find an easier way of winning
it than he had done.

The award for Wit of the
Year went to Neil Hamilton,

the Tory MP for Tatton. He
said that when he was told

about it, he thought that it

was twit of the year, which
he would have preferred

because there was so much
more competition. Then he
said that he realised the twits*

competition was coming in

the next few weeks when it

will be seen who, ifanyone,
challenges Mrs Thatcher for

the Tory leadership. Very
loyal
Hamilton concluded; “Parlia-

ment is full of shining wits,

as Dr Spooner would have
said.”

Algy Cluff, the chairman
of the Spectator, told a busi-

ness story. A company chair-

man was sick and wondering
whetherhe could return to

his post A message came:
“The board has passed a vote

'

of fall confidence in you.” ft

added: “You might like to
know the voting figures: six
in favour, five against and four
abstentions.”

Midland scores
A most distinguished gather^

togs of bankers was held in
Tokyo this week to honour
an unassuming TB-yearold
Englishman called John Trot-
ter.

For more than 20 years Trot-
ter was the man in charge of
training at Midland Banlr Tmtfl

his retirement in 1977. In the
early 1950s, he had the inspired
idea of developing a course
in London for young hankers
from Midland’s overseas corre-
spondent banks. Among those
who were sent to Trotter each
year for lessons in interna-
tional banking were groups
of five or six Japanese.

. Midland this year decided
to mark the success of the
course with a party for Trotter
and for Japanese graduates
of his course. Nearly 100 came,
among them Kaneo Nakamura,
president of the Industrial

Bank of Japan who attended
the course in 1957, and Torn
Kusukawa, deputy president

of Fuji Bank, a graduate of
1953.

For many alumni the party

was their first meeting in 10

or 20 years. They sought each
other out on class photographs,
which Midland had brought

from Loudon for the occasion.

Trotter, who had never been

to Japan before, said the trip

-fulfilled a lifetime's ambi-
tion".

Meanwhile, Midland contin-

ues to reap the rewards of

Trotter’s work - the hank esti-

mates that it handles 60 per

cent ofsteriing deposits ofJap-

anese banks in London, more
than the other three clearing
hanks combined.

Armless fun
Sign overa china figure erf

-

a nude pti with both'anus bro-

ken oft “The infant Venus de
Milo."

No hayproblemas
Mijnheer!
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Chris Sherwell examines the problems besetting the Labor government

F or the first time in almost
seven years, Australians are
seriously contemplating the
possibility that Prime Minis-

ter Bob Hawke and Us Labor party
government will lose power at thp
text general election, doe within six
months.
The prospect arises for three rea-

sons: a stark deterioration in the
economy, a stream of expedient
quick fix" decisions, and a growing

contrast between a lacklustre govern-
ment and an opposition belatedly
pulling itself together.
In previous re-election battles in

1984 and 3987, Labor benefited consid-
erably from disunity in the Liberal
and National coalition and from vot-
ers’ willingness to give its own strat-
egy a chance. Now, as he looks for a
record fourth term, Mr Hawke «««
count on neither.

Indeed, public confidence generally
is at a low ebb. All the old questions
about the country’s rhmnte problems
persist - and the answers have not
changed. Australians rantjmw to live
beyond their means arid no political
party will confront them with hard
chokes.
This is not to deny Labor’s achieve-

ments since 1983. Mr Hawke and his
chief ministers - especially Ur Paul
Keating, the Treasurer - have
wrought a revolution in cm
the single most important issue of
economic management. Using their
corporatist consensus with business
and unions, they have acted to dere-
gulate and restructure Australia’s
economy while still creating jobs.

Sustained world growth has helped,
of comae, but not the relentless boom
and bust of the world commodity
cycle. Whereas a sharp foil in com-
modity prices galvanised Labor into
its bold reforms of 1964-87, the subse-
quent surge has detonated an explo-
sion of spending on imported con-
sumer and capital goods.
This trend - reinforced by Mr

Keating’s' fatal weakening of mone-
tary policy in 1987 - has completely
undermined Labor’s attempts to lower
the country’s chronic current account
deficit. It is now above 5 per omit of
gross domestic product and rising.
Stabilisation of Australia’s net foreign
debt, already third largest outside the
US at $83bn, is ruled out before
1993-94..

To contain demand, Labor gone
into reverse, relying heavily on
tighter monetary policy. Borrowing
rates for small businessmen have
risen to 22 per cent and for home
buyers to a record 17 per cent
The squeeze, coupled with some

reckless hank lending «nd highly
dubious business practices, has
brought an embarrassing series of

corporate casualties — not just Bond,
Hooker. QrntBv and other discredited
names, but whole sectors like prop-
erty and commercial television. The
Ion of self-esteem is .becoming palpa-
ble. The damage to the reputation of
Australian business is enormous.
Investment bankers say Australian
corporate nainaa are now in had

A palpable

loss of touch
odour abroad, while some executives
of blue-chip companies are calling for

tighter corporate regulation, stronger
vigilance and greater disclosure.

The high interest rate regime has
also driven the Australian dollar to

artificial levels, hurting exporters and
raising expectations of a sudden fall.

The inflation rate meanwhile remains
obstinately above 8 per cent. Mr Keat-
ing may be hoping for a "soft land-

ing" rather than a recession, but
there is no doubt about Australia’s
vulnerability to a drop in commodity
prices.
On top of this. Labor’s much-

vaunted "micro-economic reform” -
the key to Australia's long-term
adaptability - has stalled. Progress
has been woeful in critical areas like
transDort fesuecjallv wwtfai shipoina
and the docks), and privatisation
(where the sale of Qantas, Australian
Airlines, the. Commonwealth Bank
and other entities has been stymied
by Labor’s rank-and-file).

The same is true of labour reform,
where action is desperately needed to
improve Australia’s international
competitiveness. Labor’s heralded
accord with the trade unions, a fea-

ture HiaHngniBMiig the Hawke gov-
ernment from its opponents, may
have restrained wages growth, but it

has failed to improve productivity suf-

ficiently, as lightning strikes and inef-

ficient work practices still vividly
demonstrate..

Sing with theThis is slowly changing w
of productivitybelated Introduction

bargaining, but lmirra movement
remains mimtinariiy powerful, and
Australian management — having
long ceded responsibility for employ-
ees’ wages and conditions - is show-
ing itself too weak to re-assert its

authority.

In tax reform. Labor has gone a
long way by Introducing a capital
gwina tax flTwi a comprehensive divi-

dend Imputation gnhrmip which, by
removing double taxation of divi-

dends for shareholders, promotes
share ownership and companies’ pay-
ments of their corporate taxes. But
inwmiB faiT rates remain far too Wgh,

and neither party is offering to
reverse the tax system’s bias in
favour of borrowing and against
savings through a consumption tax
and other measures.
Amid all thin, Labor is inexplicably

frittering away its other assets as
wdL Mr Hawke, instead of continuing
to act as a popular of the

'

board guided by a team of radical
economic ministers, baa recently
asserted his authority and slipped

Australian Prime Minister Bob Hawke
into error through some extraordi-
nary decisions.

Most publicly, he has allowed the
domestic pilots’ pay dispute to disrupt
domestic flights in this vast continent
for nearly four months. The cost of
thia dispute to economy, and espe-
cially to tourism, t»aa been incalcula-

ble.

Mr Hawke has altm.mlaralt-nlated in
his pitch for the environmental vote.

As the economic outlook has dark-
ened, Australia’s "Green” movement
baa loomad ever larger In w« electoral

cdcuMloni To win its vote he
launched an environment policy,
began eampaigniwg to maim the Ant-
arctic a wilderness reserve and
deterred a major mining development
mar tha Jtalmdn national park.
Coming after the earlier rejection of

a Afli hn pulp and paper mill in Tas-
mania, thin decision prompted all the
country’s major business groups
jointly to accuse the government pub-
licly of political expediency. BHP,
Australia’s largest company, was

directly affected by the Kakadu deci-

sion, and Sir Arvi Parbo, who chairs
both BHP and Western Mining

, one of
Australia's largest gold mining com-
panies, said point-blank that he no
longer trusted the government For a
business community already harbour-
ing doubts about the Accord and the
surging external debt, this was a part-
ing of the ways.
Even more serious, the Prime Min-

ister has provoked a deep rift with the
economic ministers in Cabinet. Mr
Hawke’s decision to side with Senator
Graham Richardson, architect of tha

"Green” strategy, has upset several
ministers. Coming on top of his con-
tinuing tensions with the ambitious
Mr Keating, the Cabinet’s sense of
coherence has all but vanished.
This stream of "quick fix” decisions

by exhausted if not unmotivated min-
isters may well come to be seen as a
turning point in Labor’s fortunes If it

loses the next election. So too might
tiie opposition leadership changes, in
which the Liberal party has reap-

pointed Mr Andrew Peacock (who lost

to Mr Hawke in 1984) In place of Mr
John Howard (who lost in 1987), and

the National party put Mr Charles

Blunt in place of Mr lan Sinclair.

These simultaneous moves initially

backfired as the new opposition team

struggled to establish itself as an

alternative government. But last

month the coalition unveiled Its long-

awaited tax and spending policies

pitched directly at middle-income
families

,
and which have been gener-

ally well-received. These offer

improved benefits and reduced taxes

for middle income families with chil-

dren and penalise groups like the

long-term unemployed. They also

replace Labor’s capital gains tax with

a five-year sliding-scale speculative
gains tan

Mr John Elliott, head of the Elders

IXL brewing group and president of

the Liberal party, has said the plans

will "take from the bludgers and give

to the workers.” Labor has bitterly

criticised the proposals, and espe-

cially the capital gains tax plans, say-

ing they would help people like Mr
Elliott But their attacks, directed by
Mr Fearing

,
have had limited impact.

With the help of Mr Howard, who
recently decided to rejoin the shadow
Cabinet, the opposition is finally dis-

tinguishing itself from Labor in terms
of ftsrai policy, industrial relations,

privatisation and other issues. As a
result the stage is set for a no-holds-

barred fight for the electoral middle
ground, hitherto so cleverly held by
Labor.

Pointers will come later this week
when the Labor state government of
South Australia goes to the polls seek-

ing a fourth term, and early next
month when Labor fights to dislodge

the corruption-tainted National party
government in Queensland after some
32 years in power.
But the real fight will obviously

come in the more closely-watched
national arena. Here Labor’s majority
is vulnerable to a small electoral
swing, and to the growing discontent

among ordinary working people who
see too tew gains after years of gov-

ernment spending cats and wage
restraint. Surely, they say, the out-

look was supposed to be improving
after three Labor *»*»»», rather thaw

deteriorating.

Yet it remains too early to write Mr
Hawke off. Even now, despite the gov-
ernment’s difficulties. Labor and the
opposition are running neck-and-neck
in the polls, while in the personal
popularity stakes the unconvincing
Mr Peacock is lagging behind Mr
Hawke. The next six months will
plainly be crucial.

According to the cynics, if people
vote Labor out, it will be because they
want a change, not because they
believe the opposition can do any bet-

ter. The pessimists believe Australia
is gliding into Third World status
whoever is in power. The immediate
reality is simpler; Labor has achieved
much in seven years, but its moderni-
sing of Australia hna gone ndtiwr far
enough nor test annngh.

LOMBARD

Pulling down
the frontiers

By Edward Mortimer

“IT IS A MATTER of plain
common sense that we cannot
totally abolish frontier controls

if we are also to protect our
citizens from crime and stop

the movement of drugs, of ter-

rorists. and of illegal immi-
grants. That was underlined
graphically only three weeks
ago, when one brave German
customs officer, doing his duty
on the frontier between Hol-

land and Germany, struck a
major blow against the terror-

ists of the IRA."
So said Mrs Thatcher in her

Bruges speech in September
1988. If her object was to per-

suade West Germany and the
Netherlands to keep that cus-
toms officer in place, she has
failed. Last week those two
countries along with three oth-

ers - France, Belgium and
Luxembourg - agreed on a
treaty abolishing all controls
on people crossing their com-
mon frontiers. It is to be signed
on December 15 at Schengen,
the same village in Luxem-
bourg where the five states
committed themselves to
achieve this four years ago.

Strictly as a customs officer,

the gentleman would not be
affected by the treaty, which
concerns only the movement of
people. He will still have the
job of checking the movement
of goods for fiscal purposes,
under European Community
regulations, until 1992. But the
treaty should stop him from
exercising the police function
which earned him Mrs
Thatcher's praise.

Those five countries will

thus at last have fulfilled tbe
vision which inspired many of
those who struggled to bring
about a united Europe in the
years after the Second World
War. TO do so they have had to

convince their own police
forces that there are other
ways of achieving their objec-

tives - mainly by strengthen-

ing co-operation between them
- and that the political aim of

abolishing frontier controls
should take priority.

Random checks at frontiers

are in any case a rather clumsy
instrument for catching terror-

ists. drag-peddlers and other
criminals: a good police force

should have more efficient

ways of finding them. Immigra-
tion is a more serious problem
so long as the countries con-

cerned have different rules

about it, or different methods
of finding out who is resident

on thsir territory. Tbe five

Schengen countries have
finally decided they have confi-

dence in each other's proce-

dures. as applied at their

"external" frontiers.

But they have all along
emphasised that their aim Is

not to create an exclusive
inner zone within the EC.
Rather it is to provide a blue-

print for ending border con-
trols throughout the Commu-
nity. It will be said that such
problems are easier to solve for

a relatively compact group of

five countries, with long expe-
rience of working together,
than for the 12 with their
widely different national tradi-

tions and sensitivities, and
their external frontier cutting
across other international
arrangements sucb as the Nor-
dic passport union. Britain and
Ireland will claim special sta-

tus as islands whose coasts are

both internal and external
frontiers. Yet it will be a mani-
fest absurdity if the benefits of

the Channel Tunnel are
negated by subjecting all who
use it to lengthy controls.

Many of tbe difficulties fac-

ing a wider union did also con-

front the Schengen Five. The
Netherlands have a much more
permissive tradition than
France or Germany on matters
such as soft drugs, and a

strong antipathy to the idea of

identity cards; the idea of Ger-

man police pursuing a French
suspect on to French territory

raised quite a few qualms in

France; and it should not be
forgotten that the external
frontier of "Schengenland"
includes the inner-German bor-

der and the Berlin WalL
It is all the more remarkable

that last week’s agreement was
reached under German chair-

manship in the very days when
all Germans were celebrating

the destruction of the Wall. So
far from losing interest in west
European integration, the Ger-

mans insisted on completing
the agreement and made signif-

icant concessions to achieve it

If a communist government
could pull down the Wall, they
argued, it was high time that

free citizens could travel freely

among the democratic coun-
tries of western Europe.

Government should spend more on training
From Mr John PhQpotL

Sir, John Gapper (November
21) is right to strew the need
for ever greater spending on
vocational training if the nWh
of the UK workforce are to be
raised further towards Euro-
pean levels.

Employers, as th« Training
Agency funding study demon-
strates, are now investing
more heavily in training - to
tbe time of £X8bn a year. But it

remains true that tbe UK is

having to run tester simply to
match improvement elsewhere.
It is important, therefore, that
the Government accepts its

proper share of responsibility.

The case for government
intervention is well known;
general vocational training
embodies the characteristics of
a classic public goods” and

tends to be underprovided by
the market. The requirement
of government is thus to spend
more ontraining, and/or devise
appropriate incentives to raise
private expenditure. Tbe UK
Government should do both.

First, it should reverse the
short-sighted plana for reduced
public spending on training
(outlined in the Autumn State-
ment), in particular by dou-
bling expenditure per place on
Employment Training.
Second, it should establish

and contribute to a central
training fund, from which
would be allocated annual
training "rebates” to employ-
ers who raise expenditure on
training above a registered
norm, and into which would be
paid a training "tax” by those
who spend below the norm.

The norm would not be exter-
nally imposed, but would be
the proportion of an employ-
er’s wage bill (net of pure wage
costs) averaged over the previ-
ous three years, and subject to
periodic Independent review.
An incentives mechanism of

tins kind would avoid many of
the problems often associated
with levy/grant systems. “Car-
rots” would be more in evi-
dence than "sticks:” there
being no sense in which every
employer, large or small,
would automatically be
required to pay the “tax.”

Moreover, it would be possi-
ble to integrate performance
incentives for the new Train-
ing and Enterprise Councils by
instituting "TEC training
awards” at a level determined
by the excess of training

expenditures over the average
norm for their locality. Awards
would be additional to other
Government funding to TECs,
and encourage them to perse-
vere with training laggards or
employers tempted to reduce
their training budget
As economic growth falters

in 1990, such intervention
would help prevent a repeat of
the disastrous cutbacks in
training that took place during
the recession of 1979-81. 1 hope
that discussion of penalties
and incentives in environmen-
tal policy - to overcome simi-
lar problems of market failure
- will Influence those con-
cerned with training policy.

John Philpott
Employment Institute,

Southbonk Bouse,
Block Prince Road, SB1

Credit where credit is due Short of glory
From-Mr Roger Pilcher.

Sir, A request to my UK
clearing bank to open a per-

sonal account at one of its net-

work of branches in France
was met, some two weeks
later, with a set of forms (all In
French) to complete, and a
request for a non-interest earn-

ing deposit of FFr 10.000 (about

£1,000) before the account
could be opened.
A request for further details

about operating the account in

France was met, two weeks
later, by the response that the
bank needed the deposit to
cover quarterly charges of
some FFr 600 (about £80), and
that as its cheques were casha-

ble only in its own hranches, it

might be better if I applied to a
French bank for fariiitto;

I took the advice, and tele-

phoned credit Agricole.
The following morning I

received by first class post a
comprehensive brochure, in
perfect English, describing the
bank’s services; application
forms In RngH«h

, and a request
for an opening payment of £50
to establish the account The
rest took two weeks - and was
completed by a letter of wel-
come from Credit Agricole’s
regional general manager.
Soger Pilcher.
Russetts, Rookes Lane,
Potteme, Devises, Wiltshire

From Mr Michael Cole.

Sir, The chairman of Harrods
bought Harold Abrahams’
awards to keep the collection
intact and in the UK. Mr A1
Fayed financed the film Chari-
ots of Fire, when no (me in
Britain was prepared to put a
penny into it, because he con-
sidered the story of Abrahams'
triumph over racial prejudice
and social snobbery to be as
inspiring as that cf Eric Lid-
dell's courageous refusal to
compromise his religious prin-
ciples for sporting glory.
Mr A1 Fayed considered that

both men embodied the best
qualities of Hw* British charac-
ter and to suggest that he am-

fused their Identities, as does
Observer (“Wrong man,
November 22), is as ungracious
as it is untrue.
Hie only confusion seems to

be at the Financial Times. On
page 25 your saleroom corre-

spondent, Antony Thomcroft,
writes of “Mohammed El-
Fayed." Turn to page 28 and
Observer writes of "Mohamed
Fayed.” His name is Mohamed
A1 Fayed.
Try a little banter to succeed

and you too will deserve a gold
medal
Michael Cole,
MediaDirector,
Bouse ttf Fraser Holdings,
14 South Street, Wl

Companies’ rights of defence Rich is cleaner

From MrRomano Subiotto.

Sir, Mr AiL Hermann's article

(“No right of silence for compa-
nies," November 2), reports the

European Court as having
stated in the Hoechst appeal

that human or fundamental
rights need to be respected
only when dealing with indi-

viduals, and do not apply to

companies.
I have found no such broad

statement in the case.

The court does hold that the*

right to an inviolable domicile

is part of European Commu-
nity law only to the extent that

it concerns the private dwell-

ing of individuals as opposed
to the commercial premises of

companies. The court justifies

this distinnHnn by noting that

the protection of an individu-

al’s private dwelling is a princi-

ple common to the laws of the
EC member states.

The same cannot be said of
the protection of commercial
premises, because the laws of

the member states are signifi-

cantly different in regard to

the nature and degree of pro-
tection of commercial premises
from investigations fay public
authorities.

In to consideration of funda-

mental rights, the European
Court states that tbe laws of

all EC member states recognise
that any interference by the
authorities in the private activ-

ities of individuals or compa-
nies must have a legal basis

and must be justified on the

grounds provided by the law.

Such interference cannot be
arbitrary or disproportionate.

The court also considers the

alleged violation of Hoechsfs
right of defence - a right
which is, of coarse, available to
companies - in light of the
European Commission's exer-
cise of its powers of Investiga-

tion. It states that rights of
defence must be respected In
administrative, proceedings
which may. lead' to MmtiwMi

It is also necessary to ensure
that these rights are not jeop-

ardised in the context of pre-

liminary investigations. It

specifies in particular the need
to respect the right to legal
representation, and the right to
confidentiality of correspon-
dence between a lawyer and
tbe client

Romano Subfotto,
131 rue des Confederes,

Brussels,

Belgium

From Mr J. Bowden.
“Conservation begins here

(November 9) seems to support
the idea that the way to save
the world from environmental
disaster is to create a no-

growth economy, with empha-
sis away from technology, and
restrictions on private cars.

Hie results of a policy not

dissimilar can be semi in East
em Europe. True, the cities do
not suffer traffic congestion.

But they are the most polluted

in Europe. Most East German
cars have such poor emission

standards that they cannot be
imported into tbe EC.'

Only healthy economic
growth can provide the wealth
needed to promote environ-
mental improvement
J. Bowden,
15 Congers Close, Orange Parle,

Swindon. Wiltshire
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PRIVATISATION SHARE PRICE SET AT £2.40

UK water sale to cost companies £62m
By Clare Pearson

THE cost ' to the 10 water
companies of England and
Wales of floating their shares

on the stock market nest

month is expected to total

some £62m (©6.7m). a figure

more than three times greater

than any previous privatisa-

tion issue. .

The costs are disclosed in

the offer prospectus published

formally yesterday as Mr Mich-

ael Howard, the Minister for

Water, confirmed a 240p com-

mon share price and other

details of the £5J24bn issue.

These included a slightly

higher than expected propor-

tion of shares to be offered

overseas. Indications were that

foreign demand for the shares

fey Cai

By Peter Ungphakom in

Chiang Mai, Thailand

MINISTERS from the Cairns
Gronp of agricultural export-

ing nations yesterday agreed
on a compromise proposal for

form trade liberalisation that

allows developing countries
special rights to protect their

formers from foreign competi-

tion.

The proposal would allow all

countries some room to seek
food security and maintain
form support policies within a
liberalised agricultural trading
system.

Delegates from some of the

group’s 14 members described
the plan as more fitnrihie and
realistic than the US proposal
submitted last month In
Geneva to the negotiating
group on agriculture in the
Uruguay round of GeneralUruguay round of General
Agreement on Tariffs and
Trade talks.

The flexibility is not entirely
the result of the Cairns
Group's desire to continue
mediating between the US and
the European Community.
Internal differences within the
group have forced a compro-
mise.
Canada’s desire to iwmrbiin

support for its dairy industry,
Brazil's insistence on special
treatment for developing coun-
tries, and Indonesia’s food
security policy all had to be
encompassed.
The proposal, to be officially

released this morning and sub-
mitted in Geneva next week,
sets a target for reform In all

areas of 10 years or less. The
US has proposed the elimina-
tion of export subsidies in five

years.
The group's proposal seeks a

freeze and subsequent phase-
out of export subsidies; “sub-
stantial progressive reductions
in those (domestic support)
policies which most distort
agricultural trade"; binding
reductions in import tariffs to

“low levels or zero”; the use of
tariffs instead of import quo-
tas; and an end to the abuse of
sanitary regulations as a pre-

test for protectionism.
The proposal would also

allow special treatment for

developing countries provided
they are committed to agricul-

tural reform and prepared to
participate in Gatt’s free trade
rules.

It would allow all countries
to safeguard their interests in

providing disaster relief, grant
food aid, direct income support
for formers, and investment in

infrastructure.

It seeks tighter discipline in
the use of import duties to
countervail export subsidies,
and calls for measures to take
account of the interests of food
importing nations.
A number of options are

offered to countries on agricul-

tural reform. The proposal’s
objectives include preventing
increased protectionism and
reducing general agricultural
tariff levels to those charged
on industrial products.
The Cairns Group comprises

Argentina, Australia, Brazil,

Canada, Chile. Colombia. Fiji.

Hungary, Indonesia. Malaysia,

New Zealand, the Philippines,

Thailand and Uruguay,
Japanese dig in, Page 7; Aus-
tralia’s political problems.
Page 17

will be strong, particularly

from the Far East
Costs of the flotation have

risen as a the host of profes-

sional advisers has been
brought into play to bring the

10 companies to market in sep-

arate but simultaneous flota-

tions. Early indications yester-

day were that the complex

completed smoothly.
The dividend yiel

project would prove a success.

Guesses in the City of London
were that the shares may
achieve a 20p premium to the
lOOp first instalment price
when dealings start on Decem-
ber 12.

J. Henry Schroder Wagg, the
merchant bank advising the
Government, said yesterday
that the underwriting had been

The dividend yield on the
shares announced yesterday
was a higher the
City had been expecting. On
average, shares in the compa-
nies, which will pay different

dividends although they share
a common issue price, will pro-

vide a weighted average gross

yield of 8^5 per cent at flota-

tion. This is calculated on the
basis of profit and dividend
forecasts for the current year
rnflHa on the pro-forma basis,

as if flotation had already
taken place.

Some 2.181m shares, or 100
per cent of the companies, are
being sold. Of these, 23A5 per
cent is initially been made

available to the general public,
55 per cent Is being allocated to
institutions and a slightly
higher than expected maxi-
mum proportion of up to 1&5
per cent to overseas investors,
with the rest earmarked for
employees.
But in the event of very

heavy demand clawback
arrangements from overseas
and. Institutional investors, to
allow a maximum of 46.9 per
cent to be made available to
the public.

The costs of flotation to Urn
10 companies shown in the pro-
spectus comprise the Indus-
try’s share of all advice, mar-
keting, printing and other
expenses, including those in

.
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President Bush greets the Bed Army Chorus on the South Lawn of the White House

Bush may cut overseas forces
Continued from Page 1
desire for changes In Eastern
Europe,” he said.

Hie President paid tribute to
Mr Gorbachev for "igniting
the fire” which had created
the clamour for reform in
Poland, Hungary and lately
East Germany and Czechoslo-
vakia. He also confirmed flmt
the Soviets were reducing
spending on conventional
forces but he said no one could
be certain where the changes
would lead next
Asked how he saw the Nate

Alliance in 10 years, the Presi-
dent replied: “Listen, I cant
see 10 days out, and I don’t
think you can. How can I pre-
dict what the conditions are
going to be?"
He also stressed that the

upheaval in Eastern Europe
would not weaken US interest
in Asia or Latin America. At
the recent hemispheric sum-
mit in Costa Rica, he revealed
that President Carlos Andrea
Perez at Venezuela had ques-
tioned him on this point. **l

said, absolutely not. Abso-
lutely not."

Mr Bush said the unpredict-
able nature and the degree of
Soviet tolerance of the changes
was one reason why he sought
a meeting with Mr Gorbachev
Hits year, rather tium waiting
fur theaims control summit in
late spring or early summer
next year.
Leaning forward in his

chair, Mr Bush said: “I want to
be sure we don’t have any mis-
understandings - Mr Gorba-
chev conducting himself In
one way and our not under-
standing the underpinnings of
his thinking."
The setting for next week’s

meeting with Mr Gorbachev
on board US and Soviet war-
ships off Malta in the Mediter-
ranean exrites Mr Bush. “I am
very anxious to bear from Mm
what his thoughts are on the
future of Europe,” he said,
"and m have a chance
to. . • give him my concep-
tion, my ideas for the future.”
Malta will he no Yalta,

according to Mr Bush. He said
the US has no intention of
"dealing cards" or doing any-
thing which might resemble

the Stalin-RooseveU-Clmrchill
meeting in 1944 which redrew
the map of Europe.
On German reunification,

Mr Bush acknowledged Soviet
and other European worries
but he repeated that It was a
matter for the German people
to deride: “If that determina-
tion is made, there will all

kinds of representations (from
other parties). . . but this has
no reason to threaten anybody
or change borders.”
At the same time, Mr Bush

- a practical man who apolo-
gises every time he uses the
word “philosophy” - held out
the prospect of a world of
reduced East-West tensions,

,

“where a lot of us can have
more of our product going Into
helping people Instead of into
arms.”
Yet a world without US-So-

viet confrontation needed to
be on “our values,” said Mr
Bush, citing freedom of reli-

gion, freedom of the press,
self-determination, free elec-

tions. “It’s going to be on what
we in the US think is

best. . . know is best."

Ministers to debate easing of

CoCom technology controls
By William Dawkins in Paris

A WIDE-RANGING report,
calling for an end to many of
the curbs on technology sales

to communist countries set by
CoCom, the Co-ordinating
Committee for Multilateral
Export Controls, will be
debated next month at a meet-
ing of European defence and
foreign ministers.

CoCom’s controls appear to
be “a relic of the Cold War”
and need a complete review “to

encourage maximum opportu-
nities for trade," especially in
telecommunications, electron-

ics, machine tools and chemi-
cals, says the study.
The report has been unani-

mously accepted by a commit-
tee of the Weston European
Union (WEU), the defence and
security organisation which
groups nine member states of
the European Community
Twelve - mines Ireland,
Greece and Denmark.

If adopted by the WEU min-
isterial meeting in Paris early

next month, the report will

increase European pressure on

a cautious US to reduce
CoCom’s controls in the light

of the extraordinary reforms in
East Germany, Hungary.
Poland and the Soviet Union. It

follows agreement by a meet-
ing of EC foreign ministers at

last weekend’s Paris summit
that high technology export
curbs need easing.
CoCom is failing to keep

within its strict duties of stop-

ping exports of militarily use-
ful technology, a task at which
it is in any case Inefficient,

claims the report Unnecessary
technology trade curbs hamper
Western efforts to help Eastern
European economies catch up,
with the consequent risks to

their own internal security and
that of Europe as a whole, it

warns.
Most of CoCom’s members

- the Nato countries, minus
Iceland but including Japan
and Australia, agree that its

list of restricted industrial
technology "dth possible mili-

tary use is too extensive and
inaccurate”, says the study.

The study adds that the
approximately 100 goods and
their components on the lists

include technology which has
no real defence use or which
the Soviet Union can easily
buy from non-CoCom coun-
tries.

Purely civil industries in any
case have a much bigger role
in producing leading-edge tech-
nology today than was the case
during the Cold War, argues
the report, written by Mr
David Atkinson, a UK Tory
MP, on the basis of meetings
with senior US, European and
Soviet officials.

It calls for a commonly
agreed and regularly revised
assessment of the state of
Soviet military technology, as
the basis for revised CoCom
controls.

The report suggests that the
talks of the CSCE (Conference

for Security and Cooperation
in Europe) due in Bonn next
spring would be a good
starting point for a reform of
CoCom.

the future, which are directly

related to the offer. They com-

pare with an expense to British

Gas of £18m for its similarly-

sized £5-4bn flotation in 1986.

Andrew Hill writes: The
direct cost to the Government

cannot yet be calculated. How-
ever, the prospectus shows it is

paying underwriting fees for

the privatisation of £44-8m.

The figure is lower than for

the British Gas flota-

tion - from which underwrit-

ers netted £60m - because the

Government has shaved priva-

tisation commission rates since

1386 and reduced the propor-

tion of such issues which is

underwritten.
Background, Page 9

EC outlines

plan for

railway of

the future
By Tim Dickson
in Brussels

THE FIRST tentative moves to

challenge the European Com-
munity's national railway
monopolies were announced in

Strasbourg yesterday by Mr
Karel van Miert, the EC Trans-
port Commissioner.
Mr van Miert, unveiling pro-

posals to make railway compa-
avtil

Lebanon bomb
kills President
Continued from Page I

authority is not recognised out-
side the Christian enclave.

Earlier this month, President
Moawad, a 64-year-old Maro-
nite Christian lawyer from the
northern town of Zghorta, was
elected by a majority of Leban-
ese parliamentarians at a dis-

used air force base at Qlaiaat,
near the Syrian border.
During his brief term he

repeatedly called for reconcilia-

tion and appealed to Gen !

Aoun, the Christian leader who i

rejected his election and the
TaiT peace agreement which
preceeded it, to join him in
rebuilding the country.
The assassination threw

Arab leaders and diplomats
into despair.

“It's a tragedy. Whenever we
take one step forward, we take
five steps back,” said an
ambassador to the Arab
League closely involved in the
peace initiative.

The US was quick to con-

demn the billing, terming it a
“despicable act of terrorism

against a man of peace”
France expressed its horror

and “shock of the French Gov-
ernment in the face of this hor-

rible assassination".
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East Germans nearer power-sharing
Continued from Page 1

the constitution to remove the

SED’s statutory monopoly on
power. These talks would pave
the way for the country’s first

free elections, which Mr Egon
Krenz, the SED party leader,

says will not take place before

next autumn.
Fresh criticism of Mr Krenz,

who succeeded Mr Erich
Honecker last month, also
emerged yesterday from the
Liberal Democrat party, the
most active of the previously
semi-dormant “block parties”

ruling in coalition with the
Communists.

The Liberals said Mr Krenz
should lose his job as head of
state and be replaced by a
Don-Communist president a6
part of moves to separate the
functions of party and state.

The Liberals, together with
East Germany's fledgling
Social Democrat Party and the
opposition group Democratic
Awakening, have already spo-
ken out for “round table”
reform talks. Mr Manfred Ger-
lacb, the Liberals’ chairman,
told a press conference yester-
day that such a dialogue was
needed
Mr Krenz yesterday kept up

his efforts to proclaim a fresh

spirit of openness. He told

industrial workers in East Ber-

lin that the SED’s special party
congress next month would
brook no compromise in debat-

ing the party's past mistakes.

The East German Govern-
ment also acted yesterday to

limit the economic damage
stemming from the freeing of

travel on November 9. With
immediate effect, the authori-

ties announced a ban on
exports of antiques and second
hand goods. These have been
streaming over the border in
the past fortnight

That's BTR

The taxpayer takes

another bath

prepare the way for free mar-
ket rail operators, said the :

approaching single European
market provided new opportu-

nities for the “20th century’s

public service Cinderella."

The Commission's “commu-
nication” to member states

'

outlines the vision of an EC
rail network where the track
and infrastructure remains
firmly in public hands, but
where existing and newly-cre-

ated companies would be able

to offer freight and passenger
services across national fron-

tier
The initiative has been

inspired by the feeling in Brus-
sels that railway transport has
missed out to its road and air

rivals in recent decades, that
the spare capacity In the rail

network can be better
exploited, and that the encour-
agement of a rail alternative is

in tune with the EC’s environ-
mental priorities.

The communication envis-
ages a clear distinction
between the businesses which
own the railway and those
which provide transport ser-

vices. Even where a national

rail monopoly performs both
functions, the EC proposal
would require the assets and
annual accounts to be clearly

split
The Idea behind this, accord-

ing to a Commission official

last night “is to prevent cross
subsidies and to distinguish
the regulated activities from
free market activities".

The UK Government might
still like to pretend that it is

not giving the UK water indus-

try away, but it is kidding
nobody. Even if the £5bn of

debt it has written off is con-

sidered as equity, it has
injected £1.6bn in extra cash
and is getting back a paltry
£5.3bn. And while this sort of

funny accounting may be par
for the course when it cranes to

selling off taxpayers’ assets,

the fact that a sizeable chunk
of the issue has once again
been earmarked for foreign
investors is unsatisfactory. If

this is such a good deal, surely

it should be confined to the
UK; even better, to the custom-
ers of the water industry who
are going to have to pay the
sharply higher charges.
But these knock-shout politi-

cal points are history, and
there is no denying that the
range of starting yields from
Thames's 8.1 per emit to South
West's 9.7 per cent are
extremely generous. Among
the FT-SE stocks only Stan-
dard Chartered yields more
than the average 8.6 per cent,

and one has to go back to Brit-

oil and Associated British
Forts to find higher starting

yields. Even if the industry
opens at a 10 per cent premium
it will still be yielding a fun
point more than British Gas.

If the industry can generate
long-term real dividend, growth
of around 5 per cent, it will be
a much better bet than index-
linked gilts and probably supe-
rior to the average equity. The
conclusion must be that
will be too good to last. A
change of Government or a
rebellion among customers is

likely eventually to curb any
early excessive financial
returns.

Hanson
Share price relative to !he
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be sure of the behaviour of the
gold price at present But sup-

posing that can be overcome,
Hanson looks like emerging
almost ungeared and with
gross cash of dose to £6bn.

The Gold Fields deal looked
like a diversion from the out-

set while providing useful evi-

dence that opportunities of the
land essential to Hanson are
still around. The question
remains of whether Hanson is

gearing itself up for something
really big. A crack at BAT,
though perhaps too neat to be
true, still looks seductive in its

logic.

B&C

Hanson
Hanson’s sale of £650m

worth of Gold Fields assets
suggests to his admirers that
he could be cm track to repeat
his coup with SCM. The sale of
ARC is the US — more a build-

ing materials company *han a
true aggregates business —
looks an opportunistic
response to an offer of well
over 20 times earnings. Once
the remaining gold assets have
been sold, ARC in the UK
would be left as the equivalent
of SOTS titanium dioxide busi-

ness, producing some £L50m of
net earnings at a cost of little

over £Xbn.
The tricky bit in all this is

the sale of the minority stake
in Newmont, supposedly worth
over £lbn on its own. The
structure is difficult to unpick;
and not even as astute an
investor as Lord Hanson can

Yesterday’s goings-on over
B&C ended with a top manage-
ment reshuffle and the group’s

shares down 15 per cent. It is

hard to see why they should
recover quickly. It Is one thing

for B&C to quash wild talk
about the Fraud Squad; it will

be much harder for investors

to regain their nerve. The prob-
lem with the reshuffle is that

the City might be happier if

B&C were actually bringing In
some new blood, to help Mr
Gunn manage an orderly
retreat from his more grandi-

ose ambitions.
At bottom, though, the real

issue is cash - or rather,
investors’ fears of over-bor-
rowed B&C’s lack of it Contri-
buting to yesterday’s share
price fall was a Laing &
Crufokshank forecast of a divi-

dend cut for tiw 1969 full-year.

B&C looks to be on track for

pre-tax profits of at most
ELLOm; after taking out £84m
owed to the Caledonia invest-

ment trust and, say, £39ra tax,

rare can see L&CTs point

Mercury's operating statistics

and see the seven-fold growth
in dally call volume in 18

months. But yesterday’s Up
drop in C and Ws share price

to 48lp, alter interim pre-tax

profits ahead 22 per cent at

£24im, signifies genuine City
concerns which are unlikely to
evaporate soon.
Behind the weak share price

lies the fact that Mercury’s
£L4m operating profits were at
the bottom of expectations. In

theory, a single half year's fig-

ures should not matter, since

Mercury's business is growing
geometrically, with the City
expecting maybe £150ra in

operatic profits in 1991-2. At
present Mercury is paying
away 45 per cent of its gross
revenues to British Telecom
and other networks, a percent-
age which should drop quickly.
More theoretically, the right

way to value a huge capital
prcrject like Mercury is surely
to discount its cash flows over
long periods. On this basis. C
and W looks distinctly under-
valued. Unfortunately, this is

not the way the stock market
works at the moment As Peart

has found, investors are not
much impressed by futuristic

cash-flow forecasting; and
there are enough short-term
issues, like the costs of its

huge investment programme
and tire perennial UK regula-
tory uncertainties, to keep C
and Ws shares from outper-
forming.

RHM

CandW
The merest whiff of stock

market disappointment with
Mercury’s progress to date hor-

rifies Cable and Wireless, and
it is easy to see how they feel

One need only leaf through

Goldsmith's intentions apart,

the big unresolved question
about RHM is familiar,
whether, having wrung the
best from its businesses for

nearly a decade, the group is

grinding to a halt, in yester-

day’s full year figures, the best
performance came from the
supposedly dull bread busi-
ness. In two of tire three other
-UK divisions profits were actu-

ally down. The new idea is to
push into Europe: but it is a
strategy proffered with detect-

able embarrassment by a
-group which six montire ago
very nearly clinched a £L3bn
acquisition in Australasia.
Even if double figure growth

can be repeated this year, a
price of 422p - almost 12 tizzies

earnings - looks a touch high
on fundamentals. If the market
seriously expects a bid. It could
be deceivizig itself. It is not
clear how much break-up pre-
mium could be got from the
peripheral bits; and milling
and hairing, while cash posi-
tive. is no substitute for
tobacco. If the BAT bid foils

and Sir James succumbs to
boredom, a full bid is possible.
But it is a long shot

Themaximum writing down
allowance on an asset

is 25% each year, right?

Wrong.
At RoyScot Corporate Leasing we're not inclined to take accepted

wisdom unchallenged.

When it comes to writing down allowances many companies aren't
aware of their rights.

With many assets, you could still be waiting to get tax relief long
after they cease to be useful to you.

b

But items wtakfa can be defined as short life assets may be treated
differently. Their entire cost can be deducted from your tax bill less any
writmg down allowances already claimed, at the time you dispose of
them.

So you get the whole tax benefit much sooner.

But what criteria determine whether an asset is eligible?

Unsurprisingly, it’s an area in which we have considerable
expertise. And well be only too pleased to share it with you.

Incidentally, ifyou have insufficient tax capacity, you can use ours
courtesy of The Royal Bank of Scotland Group profits. Which is whv
we specialise in asset acquisitions, particularly plant and equipment
over £lm. *

It’s our aim to use ingenuity, in order to make the gt g..
business need (not the other way round).

After all, that’s the way we get our repeat business. (Somethin*
we*ve had out share erfover the last two decades.) 6

But before we can establish a working relationship to cover your
future acquisition needs, we have to understand your current ones/

Tom Carr at our head office on 0242 224455 or Bill Lowe at our
London office on 01-623 4356 are the people to speak to.

^
And they’ll promptly arrange a free quote for you.

Written down ofcourse.

rrsOURBUSINESSTOHELPYOURBUSINESSGROW
RoyaJBaALse^ngUUtoa ReglsieredlnSeolMNafiSOia

A member of The Royal Bank of Scotland Group.
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BAT third-quarter
profits rise 21%

BAT Industries, the
tobacco-based con-
glomerate which has
been under bid
threat from Sir
dames Goldsmith’s
Hoytake consortium,

- yesterday announced
a 21 per cent increase in fhlrd-quartew profits
before tax to S448m, and said it was "firmly on
course” to make the forecast £2bn in the full
year. The rise means that BAT has made
£123bn before tax in the first nine months of
1988, compared with ClJQBbn In the similar
period of 1990. Page 28

Rest time in Milan
Italian equity Investors look ready for a rest A
quick succession of events last week combined
to suggest that this year's rfgMs-fssue revival
may be over. Cash calls have mostly been
jammed Into the last six months, reflecting a
July-August surge on the Milan stock
exchange. But lately the market has drifted to
about a third of its mid-summer high, and pro-
fessionals have become worried about the
weight of funds being demanded from the mar-
ket and weaknesses In the mutual funds indus-
try. Page 44

Nfixed view off the future
Sometime In the next few weeks, the Sydney
Futures Exchange is to start a novel after-

hours screen-dealing system, designed to
meet demand for an extension of trading hours
without increasing staffing coats. But not every-
body is seeing it as a welcome breakthrough.
Some futures specialists regard it as the thin
edge of the wedge; the first step in an inevita-
ble progression that will see the end of tradi-

tional open-outcry trading and the introduction
of all-day screen-based trading. Page 24

Farmers attack salvation army

The salvation of US agriculture. This is how the
Bush Administration views proposals for liber-

alising agricultural trade It has just put to the
General Agreement on Tariffs and Trade. How-
ever, bard-brassed US fanners.— having Just
come through a decadeof deep recession arid

drought — seelMifgs differently

.

vMahy Of them'
have concluded that.wrenching change will be.

the likely outcome of government plans. Nancy
Dunne reports. Page 82

Swiss braced for upheaval
By the middle of the next decade total occupa-
tional pension assets could reach 90 per cent
of Switzerland’s GNP. the highest ratio of any
industrialised country. And there is hardly any
aspect of the Swiss financial markets that will

not be affected by this rapid growth In Institu-

tional money. William Dullforce looks at fee
findings of an analysis of the anticipated future
investment practices of the country's largest
pension funds and life insurance companies.
Page 24
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French groups
plan satellite

interests merger
By WHflam Dawkins in Paris

AEROSPATIALE, the french
state-owned aerospace company,
and Alcatel, the French group
that the European telecom-
munications market, are plan-

nesses to form the world's second
hugest satellite maker.
Mr Paul QuU^s. the French

Minister for Posts, Tetecomjmmi-
cattons and Space, has given the
go-ahead for negotiations on a
possible merger, expected to be
conducted before the end of the
year. "This is a historic opportu-
nity which we most not let pass
by," he said.

Officials envisage that Aeros-
patiale «wn Alcatel — which is

privately owned - would partici-

pate equally in a company with a
likely combined turnover of
FFrutn (8647m) next year and
2J300 employees, second only to

Hughes of the US, which has
animal mIm of the equivalent of
FFrtbn.
This is the latest in a series of

attempts by the French state and
privately-owned industries to try

to win the critical size needed to
compete on worid markets.

It comes as Matra. the defence
and electronics group, is prepar-
ing for a possible three-way fink
between its defence and space
activities and those of CSC Mar-
coni of the UK and Daimler-
Benz’s Deutsche Aerospace arm.

Officials stressed *bat size was
not the sole aim of yesterday’s
move, because the satellite busi-
nesses of Aerospatiale and Alca-
tel were also complementary.
Aerospatiale makes satellite plat-

forms, complete satellites and
optical payloads, while Alcatel
specialises in communications
payloads and telecommunica-
tions systems.

"This will allow it to compete
with success against the big play-

ers in the marine which benefit
from the same vertical integra-

tion,” said Mr Quites, who added
that the new group would be
open to working with interna-
tional partners.

ft would cater for a fuller range
of satellite n$pg than ]g possible
for either company working
alone, covering telecommunica-
tions, direct broadcasting, sci-

ence and observation
Six US producers, including

Hughes, had this degree of inte-

gration, as well as three Japanese
gTQops,

raid officials

The French groups already co-

operate in the Franco-German
EurosateDite consortium, which
has constructed the heavy direct
broadcasting satellites TDF, TV-
SAT, Tele-X and Eutelsat n.
“We are transforming a case-

by-case co-operation into a true
long-term association of 50-50
partners,” said Aerospatiale.

Cable & Wireless lifts

interim profits 22%
By Hugo Dixon in London

Lord Sharp also dismissed the
possibility that Mercury Commu-
nications, its UK subsidiary,
couH be adversely affected either
by the current government’s
planned review of telecommuni-
cations policy next year or the
prospect ofa Labourgovernment
The half-year figures compared

with £ZS8m last .time, and were
generated oil sales 56 per cent
higher at £L09bn (££89bn). There
was a boost ofasm from favour-
able currency movements, but
that was counterbalanced last
year by the todusian of a £X3m
exceptional profit horn the sale
of the stake in Racal Electronics.
Mr Gordon Owen, deputy chief

executive, was particularly
upbeat about Mercury, which
increased trading profits from
£4m to Eton.

First-half earnings rose to 144p
(l&2p) and the interim dividend
is increased 10 per cent to Kip.
Lex, Page 18

CABLE & Wireless, the UK-based
international telecommunica-
tions group, gave a bullish pre-

sentation of its future prospects
while announcing a 22 per cent
increase to £24lm (5378m) in pre-
tax profits fin: the half-year to the
end of September.
Lord Sharp, chairman and

chief
,
executive, dismissed sug-

that the political pron-
to flhtna would affect the

group’s extensive operations in
Hong Kong, where it runs the
telephone network. He also
denied that there was any incon-
sistency to C&W continuing its

high-technology joint ventures
with the Chinese Government fol-

lowing events at Tiananmen
Square.
“The 1' 1«nnan rights question is

one thing; the question of expan-
sion of trade is another," Lord
Sharp said, “ft would be against
the geopolitical interests of the
west to see China turn towards.”

Now the little one must roll over
Kevin Done and Peter Bruce report on the battle for Enasa of Spain

W ith sleeves rolled up
and muscles Hexed
Europe’s leading truck

makers have entered the final

round of a gruelling trial of
strength to take over Enasa, the
Spanish state-owned truck
maker.
At first sight Enasa, which

makes Pegaso tracks and owns
Seddon Atkinson, the small UK
heavy track maker, as well as a
truck assembly operation in
Venezuela, is an wninraiy

for such a fiercely fought contest
Chronically loss-making for

many years Rnana has long been
one of the heavier burdens borne
by Institute National de Indus-
try (INI), the Spanish state hold-
ing company. Suitors woe not
exactly think on *hw ground.

In the last 12 months all that
has changed, however, as no less

than four of Europe’s big truck
makers, Iveco, the commercial
vehicles subsidiary of Fiat of
Kafir, Volvo of Sweden, DAF of
the Netherlands, and a West Ger-
man consortium of MAN and
Daimler-Benz, have concluded
that after all Enasa is a highly
desirable property.
Few ploys have been ignored

as the four have vied to win the
favour of the Spanish Govern-
ment Crowned and uncrowned
heads of Europe have played
walk-an parts. Volvo’s cause was
bolstered by a visit of the Swed-
ish King and Queen to Spain. Mr
Bettfoo Crari, leader of Italy's
Socialists, is understood to have
put to a word for Fiat with Mr
Felipe Gonzalez, Spain’s Socialist

Prime Minister.
What the four contestants have

woken up to Is that Enasa is the
last obvious takeover target in
the European truck industry, ft is

the last significant chance to
gain market share and
distribution in Europe, without
engaging in alliance talks or a
head-on clash with a fellow
heavyweight to the industry.
In 1950 there were 55 indepen-

dent commercial vehicle makers

Management shake-up at B&C
By Clay Harris In London

MR JOHN GUNN last night
shook up bis management team
at British & Commonwealth
Hoikttogs after shares in the UK
financial services group plum-
meted to a seven-year low.

After trading as low as 86p,
BAG’S market capitalisation was
cut to £333m ($52Sm) after its

shares aided 16p down at 92p.

This is less than one-sixth the

peak hit in July 1987, before Mr
Gunn’s hopes of creating a diver-

sified financial services group
came unstuck through a combi-

nation of high interest rates and
unforeseen problems with acqnt-

The latest slide followed a
diction by a leading analyst

the final dividend would be cut
B&C was also buffeted by
rumours, which It strongly
denied, that it was the subject of

a Department of Trade and Indus-

try inquiry. B&C said it had
sought a Stock Exchange probe

of the “malicious rumours”.
Late yesterday, the group

mxvuQed-a reorganisation under
which managing directors of
operating companies will report
direct to Mr Gunn as executive
chairman. Mr Peter Goldie, chief
executive, will concentrate on the
group's disposal and rationalisa-

tion programme. Mr Gunn denied
this meant Mr Goldie was being
moved
Mr Iain Burns, chief executive

of the group’s Abaoo Investments
professional services subsidiary,
was named to the new position of
chief operating' officer and Sir

Peter Thompson, chairman of
NFC, adds the role of deputy
chairman to his. non-executive
directorship at B&C.
B&Cs businesses include the

world’s largest moneybroker
Exco, the US investment man-
ager Oppenheimer, the leasing
group Atlantic Computers and
estate agents rhntn Hamptons.

Earlier this month, Gertmore,
its UK fund management side,
became the largest B&C subsid-
iary to he put op for sale to an
effort to reduce borrowings.

After the initial knock from the
DTI rumours, B&Cs share price

stayed down yesterday after Mr
Philip Gibbs at Latog & Cnrick-
shank said be expected the final
dividend this year to be no more
than half the 5JS5p per share paid
for 1988.

Mr Gunn said the question
would not be considered until
March, but added; “We have
always placed great emphasis on
the dividend, trad that dividend
was not placed lightly."
Tjing & Crulckshank yester-

day also reduced its forecast of
1969 profits to £95m before tax
and amortisation of goodwill,
against £l64.7m in 1988. On the
same basis, UBS Phillips & Drew
is looking for £93.4m.
Lex, Page 18

Japanese to purchase Bush House
By Our Financial Staff

BUSH HOUSE, home of the BBC
World Service, is to be sold for

for about £l30m ($204m) next

month to Kate Kagaku, a Japa-

nese chemical company.
Contracts were signed earner

this month between Kato and
Finishservice, a company con-

trolled by Mr Jack Dellal who
owns the building on the AM-
wych in London. Completion is

grfwtiiled for December 29.

A Kato official said on Monday
that the question of Bosh House
was at a delicate - stage and the

company would not be able to

comment until the middle of next

month.
The deal emphasises the grow-

ing diversification of Japanese

property investment. First

through property development
companies, and latterly through

financial institutions, Japanese
interests have emerged as the

most important fannerwaB mi the

price of prominent office build-

ings in central London.
The divBrsin«rtiftn takes place

against the background of grow-
ing criticism at Japanese prop-
erty purchases in the US. Last
mouth, the agreement by Mitsu-
bishi Estate to buy a 51 per cent
stake to Rockefeller Group, the
company which owns the famous
Rockefeller Centre complex to
New

;

York, provoked fresh calls

for. controls on foreign invest-

ment to US property.
But to Tokyo questions may be

raised about whether Kato
Kagaku is paying too much fin:

Bush House.
Although property values to

London have jumped sharply
since 1986, Mr Dellal is reported
to have paid only £55m for Bush
House two years ago.
Mr Dellal, who could not be

contacted yesterday, has been an
active property investor and
trader since the 1960a. He was a
senior executive of Keyser UQ-

mann, the secondary bank, which
collapsed during the property
market crash of 1974.

Last August Allied Commercial
Exporters, another Dellal com-
pany, raised its stake to Hickson
International, the Yorkshire
chemicals group, to 13 per cent
The release ox capital by the

illation that Mr Dellal may have
ambitions for Hickson that
beyond bidding a minority
as a long-term investment
Under the terms of the Bush

House deal, Kato win pay Finish-
service around £9Tm for the
buMng and freehold. It will also

pay about £32m to Republic New
York Investment of Texas for an
option held by Republic since
June, 1967, entitling it to buy a
hnlf share in Bush House.
The BBCs tenure of Bush

House Is unlikely to be affected

by the change of ownership. It
has a lease until the year 2005.

to West Europe. Last year there
were 11. The pressure for concen-
tration Is being driven by a series

of key factors:

• Environmental pressures and
the push for much tougher emis-
sions and noise standards.
• The process of European inte-

gration. The liberalisation of road
haulage is expected to lead to the
emergence of a small number of
big international players to the

tonnes) to a market that has been
one of the fastest growing in
Europe. Pegaso vehicle sales
totalled 14357 last year, or 17,106
including Seddon Atkinson. It
had 53 per cent of the European
commercial vehicle market over
9 tonnes.
A decision can come at any

time with the manoeuvring now
moved to *Ht> highest plane inside
the Spanish Cabinet, but that has

Western Europe track reglBtratloM over 330
grosswMcle weight

1868
%

sham 1867
%

stem
%

change

Mercedes-Benz 75.109 24.8 71,765 25.7 4.8

Iveco (Fiat) 63,128 20.8 55,073 19.7 14.6

Renault (RV0 35,685 HA 31,910 11.4 11.8

DAF 28,894 9.5 24.644 8.8 17.2

Vbtvo 27,885 9.2 26,677 &6 4.5

MAN/VW 23,514 7.7 22,840 8.2 3l0

Scania 19,353 6.4 19,661 7.0 -1.6

EnaaaiPagaao 8,284 2.7 7,887 2S 5.0

Motor (berica (Nissan) 4,481 1.5 3,937 1.4 13.8

ERF 3,741 1.2 2,509 0.9 49.1

Seddon AOdnsoM* 2,241 0.7 1,759 0.6 274
Sleyi- 1,917 0.6 1,500 0.5 27.8

Foden (Paccar) 1,504 0.5 696 QJ2 116.1
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transport industry better able to
bargain with the truck makers.
• Ever increasing product devel-

opment costs.

• A fixture slow-down In the
world economy.
Only a few weeks ago MAN of

West Germany emerged as tha

surprise winner of a short fight

with DAF to take over the Steyr
track operations to Austria. Now
the industry's focus has moved
firmly to the fate of Rwaaa , while
huhteif the scenes even more dra-
matic developments are also
under way as some of the indus-
try leaders talk tentatively
together - Volvo with Renault
and Daimler-Benz with Iveco.

Enasa is the market leader in
Spain, with around 32 par cent of
heavy truck sales (above 15

not stopped the industry lobby-
ing, which this week has been
powerfully directed towards the
trades unions, with varying
degrees of success.
DAF good. Fiat bad. Mr Jose

Manual Jmtgadn Feito is ticking

them off. Mr Juzgado is responsi-
ble fin: the motor Industry at the
Madrid headquarters of the Mg
cftmirnm1st.bMl nnkm

,
Comisiones

Obreras (CCOO), and he Is to the
process of receiving delegations
from all four contestants.

He said yesterday that delega-

tions from the other two competi-
tors Volvo and the MAN/Daim-
ler-Benz combination, were
expected before the end of this
week.
Already uncertainty in the

market about Enasa's future has

depressed sales, and huge stocks
have twice forced a halt to pro-

duction to the last month.
DAP’s presentation, made in

person last Thursday tor Mr Aart
van der Padt, chief executive,
clearly pleased the ""inn. “They
want to complement Enasa’s pro-

duction Mr Juzgado said.

A Fiat team, which visited the
union on Monday, did not fare so
well. Fiat has offered to build a
car plant in Spain if it is awarded
Enasa, but Mr Juzgado said the
Italians were not very forthcom-
ing about their plans.
The car plant idea, he said, was

"gaseoso - fizzy. They bave a
credibility problem." Madrid baa

asked the four contestants to
present, alongside their offers for

Enasa. a separate plan to invest
to something in the region of Gal-
icia, which is still suffering seri-

ous industrial blight. DAF has
said it would build a gearbox
plant there, and presumably the
flat car plant, if it were built,

would go there too.

The offer of a car plant has
won Flat the strong support of

the Spanish Industry Minister,
Mr Claudio AranzadL There is an
important regional election to
Galicia on December 17 and the
Socialist Government to Madrid
wants to Use the gnnnnnH>wwit

of a major investment there to
boost its flagging chances in the
region.

Of the other two offers. West
Germany’s MAN/Daimler Benz
combination is being strongly
touted over Volvo, by both INI
and Enasa's management, which
argue that it is technically supe-
rior, and that INI would be able
to retain a stake of 20 per cent to
the new company.
Mr Aranzactt, a former head of

INL Is not particularly close to
his successor, Mr Jonh Mercader,
however. The two men have their
own different supporters in the
Cabinet, which is likely to decide
on the winner as soon as it Is

reconstituted. That could he
before the end of this month.
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You can sell your business the hard way.

Or our way.

Do-it-yourself is the hard way. Are

you really the best-qualified person to do it?

Can you value the business? Can you

conduct an effective search for the right

buyer, in complete confidentiality? And
then negotiate the best deal possible?

Hill Samuel can. As a market leader
in the sale of private companies, we can
advise you every step of the way.

When you are ready to sell a business
with a profit potential of £500,000 or more,
talk to Hill Samuel.

Call oson 01-628 8011 and ask for Dominic Collier or Janies Oliver.

MERCHANT RANKERS
Hill Samuel Bank Limited, 100 Wood Street, London EC2P 2AJ.

A Memberof the Securities Association.
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INTERNATIONAL COMPANIES AND FINANCE

Electrolux bit by falling demand
By Robert Taylor in Stockholm

ELECTROLUX of Sweden, the

world's leading white goods

manufacturer, yesterday

reported a drop of around 13

per cent in its third-quarter

profits as a result of falling

demand for its products.

Profits after financial items

fell to SKr668m tSMHm) com-

pared with SKr765m in the

third quarter of 1988. Sales

increased to SKrl9.7bn from
5Krl8bn.
Mr Lennart Ribhon, nee

president, saict “The company
is facing a double burden at

the moment This is a combina-

tion of weakening demand for

our consumer products, partic-

ularly in the British and Amer-

ican markets, and the restruct-

uring of our household

appliances sector with Its big

investments, which is now at a

peak,”
The company is already tak-

ing action to cat its costs

through a reduction in produc-

tion and manpower losses in

order to bring its inventories

into line with today’s lower

demand. In Britain Electrolux

has reduced its labour force of

5,000 by 850. But Mr Ribhon
TTvaintainpri that the company
was "not planning for any fur-

ther decline in demand.” He
added: "It is wrong to say it is

a crisis and it cannot be much
worse than it is now.”
The deterioration in Electro-

lax’s performance has become
most noticeable in its sales fig-

ures for household appliances

doping the third quarter, which
rose by only 1 per cent to

SKrl0.749bn from SKrlQ.SXftm

in the same period of last year.

But the company also
reported weakening sales in its

outdoor product range, which
it blamed mainly on the dry
weather daring the summer in
Europe. Sales for its white
goods products fell by around
10 per cent in both Britain and
the United States during the
third quarter.

Electrolux also reported that

Its profits in commercial appli-

ances and industrial products

during the third quarter were
on a level with the results for

the same period of 1988.

For the first nine months of
this year the company said

that its overall profits after
financial items rose by 3 per
cent to S£rl.94bn from
SKrL56bn. Just over half of the
18 per cent increase in sake to
SKr64-Q56bn from SKi54J89bn
was due to acquisitions, Elec-
trolux said yesterday.
The return on equity after

tax was 17 per cent of the first

nine months, compared with a
figure of 16 per cent for the
same period of 1988.

The company said it was dif-

ficult to carry through price

increases on its product range
to absorb rising costs. A num-
ber of new production facilities

had begun and investment pro-
jects were under way that
would not produce a beneficial
return until the 1990s.

Nestle expects 15% growth in earnings
By William Dutttoree in Vevey

NESTLE, the big Swiss .foods

group, expects a growth in net

consolidated earnings
“approaching" 15 per cent this

year with sales increasing by
the same amount but not
reaching the SFrSObn ($31bn)

mark, Mr Reto Domeniconi,
finance director, said.

Last year the group posted a
net profit of SFr2.04bn on a

SFr40.7bu turnover and
increased the dividend on its

registered and bearer stock by
SFr25 to SFrl75 a share.

Mr Helmut Maucher, manag-
ing director, said yesterday it

was too early to discuss the

1989 dividend but Nestle ’s

increasing presence on interna-

tional stock markets would
“bring us closer to what is

done there.”

Last year’s 17 per cent divi-

dend increase had brought the
group to somewhere in the
Tnirffiip between standard Swiss

(low dividend) practice and
“what our international com-
petitors are doing.”

Mr Maucher said that results

from Rowntree, the UK confec-

tionery business which Nestle
acquired last year, had
“exceeded our expectations." A
considerable investment was
being made in a chocolate
development centre in York.

In the first 10 months of 1989
Nestlfe’s sales climbed by 25 per
cent to SFr40^bn. Of the
increase 4 per cent was due to

volume growth and 8 per cent
to acquisitions, while exchange
rates have been favourable.
Turnover will not reach

SFr50bn this year because Nes-
tle is adopting International
accounting standards that
mean it will cot some SFx2bn
in rebates and taxes from its

sales figure.

Next year's turnover should
exceed SFr50bn with profitabil-

ity keeping pace, -Mr Maucher
said.

The development in Nestles
share prices since November
last year, when it shook the
Swiss stock market by opening
its registered stock to foreign
ownership, had justified that
action. Mr Domeniconi said.

Nestld’s market capitalisa-

tion had increased by 46 per
cent compared with a 17 per
cent growth in the general
index for Swiss equities. About
half the Nestle stock and one-
third of the registered shares
were now held by foreigners.

Just over 5 per cent of the
registered shares were held by
investors domiciled in the UK
and roughly the same propor-
tion in the US. The number of
American Depository Receipts,
with a par value of around
one-fortieth the SFr20 nominal
value of toe Nestle participa-
tion certificate, had increased

from 200,000 in January to 12m.
With a prfee/eamings ratio of
12.4 (using analysts* forecasts
of 1989 earnings) Nestle’a regis-

tered shares were still mod-
estly valued compared with the
average 13.1 multiple for Euro-
pean food companies and the
16h6 average for US companies.
There was still substantial
potential for appreciation in
the share price.

Tn the first 10 WMwitfwt of Hik
year Nestle spent 8Frl.6bn on
acquisitions and collected
SFzTOOm from sales of compa-
nies. The $370m it is paying
RJR Nabisco for Curtiss
Brands, which has an annual
turnover at present of around
$280m, was entirely justified,

Mr Maucher said. The pur-
chase would double Nestli’s
share of the US confectionery
market and give access to new
distribution channels for its

other chocolate products.

Nat-Ned and
By Laura Raun in Amsterdam

ev advance sharply

TWO OF The Netherlands’
leading insurance companies,
Nationale-Nederlanden and
Amev, yesterday reported
sharply higher earnings for the
first nine months of 1989.

Both insurers benefited from
their non-life businesses, with
business in The Netherlands
producing a notable profit rise.

Nat-Ned, which is the biggest
Dutch insurance company, and

Amev, which ranks third, both
predicted that earnings per
share for all of 1989 would
climb 15 per cent or more.
Nat-Ned said net income

jumped 29 per cent in the Janu-
ary-September period to
FI 620m ($310m) from an
adjusted FI 482m a year earlier.

Earnings per share rose a more
modest 13 per cent to F14JU
from FI 882.

Operating profits in life

insurance surged 34 per cent to
F1287mn, boosted by acquisi-

tions in North America. Non-
life insurance reported a 13 per
cent increase in operating
profit. Overall, nine-month rev-

enues climbed 18 per cent to
FI 17.2bn from Fll&fibn.
Amev’s net profit soared 26

per cent to FI 281m in the first

nine months from FI 207m a

year earlier, fuelled by non-life
lines. Earnings per share rose
more slowly - 14 per cent to
FI 485 from FI 3.72.

Pre-tax profits of non-life
insurance businesses more
than quadrupled to FI 111m
thanks to buoyant operations
in The Netherlands, US, UK
and Australia. But pretax prof-

its in life insurance fell 2£ per
cent toFH76mn.

Barco to

look for

‘financial

partners’
By Tim Dickson
in Brussels

BARCO, the fast-growing
Belgian electronics company,
|«Hf abandoned its search for

an industrial shareholder in

order to find "financial part-

ners” to provide stable back-

ing in the next fire years.

The move, disclosed fn an
interview this week with Mr
Hugo Vandamme, the chair-

man, is an important strategic

shift by a company whose
ambitions have attracted
attention in the last few
months beyond its traditional

planish hg«r*iwiJ-
Formed as the result of a

merger between two “sister”

companies earlier this year*
Kortrfik-based Barco had orig-

inally ht^ed to find an indus-

trial company prepared to buy
around 20 per cent of the 70
per cent stake owned by the
GUtfV, the Flemish regional
Investment company.
“Many electronics compa-

nies non-electronics com-
panies have been extremely
interested,” Mr Vandamme
said yesterday, “but they all

wanted to buy 100 per cent
We are now looting to attract

a syndicate erf largely financial

investors who along with the
C3MV will control more than
50 per cent of the shares and
provide the stability we need
in the next few years.”
Barco was determined to

"keep its roots" in Flanders
and pursue an Independent
strategy of exploiting niche
markets In Its three chosen
sectors: visualisation, elec-
tronic graphic systems and
antow™*".,

Growth will come via
improvements in the compa-
ny’s existing product range,
toe development id new activi-

ties, and acquisitions.
In its latest move Into elec-

tronic graphic systems, Barco
said it was paying BFrL71m
($44.2m) for the privately-
owned Aesthedes. a Dutch-
based group which makes
graphic design work stations.

Aesthedes is active In a
number of markets such as the
poffcngtng industry, security
printing and tidn^rfai
and anticipates sales of more
Sum BFrtiOOm and net income
of more than BFrl5Qm this
year.

Orkem to be split between

Total and Elf Aquitaine
By WHIlom Dawkins in Paris

ORKEM, toe recently revived
French state-owned chemicals

group, is to be spilt up and
taken over by the cril compa-
nies, Total-CFP and Elf Aqui-
taine, under a government
restructuring plan tn the final

stages cf agreement
Mr Roger Fauroux, French

industry Minister, has settled

the broad ifaag of the reorgani-

sation with the three compa-
nies and expects to finalise the
srhapfi shortly, at least in the
past three weeks, said officials.

The deal is based on a
report, handed to the Govern-
ment last summer by Mr LoXk
Le Floch-Prlgent, shortly
before becoming Eire new
president.
It warned that France’s

state-owned chemicals sector
was too fragmented to have the
muscle to compete on a world
scale and should focus on
fewer and more powerful busi-

nesses. This deal would reduce
the core of the state-owned
chemical sector from fire com-
panics to four.

Under the outline agree-
ment, Total-CFP, which is 45
per cent state-owned, would
receive Orkem’s paints, inks
and specialty chemicals divi-

sions, accounting for one-third

of Otkam’s FFr22bn ($&53bn)
annual sales. These have been

LoBt Le Eloch-Frigent: warned
seinewas too fragmented

recently enlarged by the acqui-

sitions of Coates, the UK indus-

trial inks producer and Bostik,

the US-owned adhesives group.

These are the fastest grow-

ing parts of Orkem, so the deal

is a victory for Mr Serge Tchu-
ruk, president, who has mas-
terminded the group’s spectac-

ular recovery over the past
three years and has already

been chosen to take over at
Total-CFP in early 1990.

_

The remaining two-thirds of

Orkem’s activities, its petro-

chemicals and fertilisers divi-

sion. would be handed trmito
Elf. 56 per cent owned by too

state, which would merge tom
with Atochem, its own chemi-

cals subsidiary-

In addition, the state’s® per

cent direct shareholding in

Roussel-Uclaf, toe pharmaceu-

ticals company, would be

handed over to Btafloe-Poulenc,

the state-controlled chemicals

producer.

The details in the way of

final agreement include the

prices to be paid for Orkem’s
assets, the payment of its debts

and the position of minority
shareholders in some of its

subsidiaries, said officials.

The reshuffle is Itie outcome
of several months of delicate

upontjations between Mr Fan-
roux and the heads of the com-
panies involved, among the

most ambitious managers in

the state sector.

It Is the most radical reshuf-

fle of the state-controlled

chemicals industry since its

last shake-up in 1983 and
would lift Atochem from
around 15th in the world
league of chemical producers
to among the top 10 and pro-

vide valuable downstream out-

lets for TotaFs own petrochem-
-—Tn rliiitHnn nliAm^/vila

Montedison II oves on tax bill
By John Wytea in Rome

MR RAUL GARDIN1 has called

a special meeting of his Mon-
tedison hoard for today to
review the latest political set-

backs to attempts to liberate

the company from a L1400bn
($818m) tax bill on capital
gains from its participation in
the Enimont chemicals joint
venture.
No bulletins were issued yes-

terday by Ferruzzi-Montedison
an Mr Gardini's state of mind,
but he will at least be reflect-

ing bitterly on the Italian Gov-
ernment’s apparent inability to
honour undertakings first

given a year ago to pass legis-

lation which would signifi-

cantly lighten Montedison’s
tax exposure in the wake of the
Rnitnrirrt- itenl-

The necessary legislation
jaa encountered a mixture of
parliamentary disinterest.

resistance and traditional inef-

ficiency with the result it is

touch and go whether it can
pass both houses of the legisla-

ture by the end of the year.

If it does, Montedison’s
accounting is simplified by toe
knowledge that it feces a tax
payment of L275bn over the
next five years. If it does not,

the company faces a further
period of uncertainty until May
when, in toe absence of any
measure, its liability would
rises dramatically to LMOQbn
over the same period.

Mr Gardini’s decision to call

toe company’s board together
follows a vote on Tuesday in
the Camera, the parliamentary
lower house, to send the draft
legislation back to its finance
committee.
The priority attached to

passing the 1990 budget will

slow the committee’s handling
of the draft law.

Even an uncharacteristic
burst cf speed in the Camera’s
committee would leave the
Senate, the upper house, hard-
pressed to give its approval by
the end of the year.

The liability arises from the
values attached to Montedi-
son’s chemicals, fertilisers,

fibres and elastomers assets
when they were conferred on
Enimont at toe mid of Jane.

Uncertainty over the legisla-

tion nearly prompted Mr Gar-
«Hnl then to pUU out of the
joint venture with the state-

owned Enichem but he was
given firm assurances by Mr
Ciriaco De Mlta. the then
prime minister, tint all would
be weQ.

Continuing

improvements in

productivity,

consolidation in

core markets,

and improving

returns from our

international

network have

enabled us to put

ourLDC exposure

behind us.

We look to

the 1990’s with

confidence .

"

WJ BaileyAO
DeputyChairmanand

Group ChiefExecutive

Results to 30 September 1989

(A$ Millions)
Percentage

1989 1988 change

Gross Profit $1122J5 $962.2 16.7

Net Profit BeforeAbnormals $721.7 $505.4 4Z8

Net Profit AfterAbnormals $518.0 $505.4 2J5

Earnings PerShare 85.1c 716c 19J9

Dividends Per Share 44J9C 34.5c* 27.5

•Doesrmtincfuda 1988SpatialDividend

Return on Average

Shareholders' Funds

'85 '86 '87 '88 '89

Highlights

LDC debtpiw4dedfordown to value in secondarymariceL

Largestbankinggroup inNewZealand, followingacquisition

of PostBank.

Unmatched international network in48 countries.

Cost ratioscontinue to foil.

an
3J Australia and New Zealand Banking Group Limited

For further information and, when released, a copyoftheAnnual Reporn

GrcgCamm, General Manager Investor Relations,

ANZGroup Headquarters, 14th Floor, 55 CollinsStreet,

Melbourne, Victoria 3000, Australia.

Tel: 613-6582184 Fax: 613^58 2091

Mark Hill, Geoigeson International, BellCourtHouse,

1 1 Blomfield Street, London EC2M 7AY.

Tel: 01-588 6050 • Fax: 01-920 9450

HARRISONS MALAYSIAN PLANTATIONS BERHAD
(Incorporatedin Malaysia)

INTERIM REPORT FORTHE SIXMONTHSTO30TH SEPTEMBER, 1989

TimDirectors announce flatfoenaaodited rewrite farthe sixmonte to 30th September. 1989 were:

Group Company
1989 1988 1989 1988
MS’OOO MS’OOO % MS’OOO Myooo %
226,167 297,425 (24) 16,745 16,945 ID

JflWfwtniflnt ofliPf ftiffMitf mmm 11,392 6,074 88 4,572 1,952 134

Operating profit..............—..
Associated Companies ...........

56,439
3,672

106.682
2,304

(47)
59

8,097 7,319 U

Profit before taxation ............

(See Note 1)

Taxation

604U 108,986 (45) 8,097 7,319 U
22,964 26,972 (15) 2,637 1,194 121

(See Note 2)

Profit after taxation but before
extraordinary item ............... 37447 82,014 (55)

(47)
5,460 6,125 (11)

Minority interests ................ 725 1,365 —

36,422 80,649 (55) 5,460 6,125 ~UD
Extraordinary item ...............

(See Note 3)
30 508 (94) - - -

Profit attributable to
shareholders ...................... 36,452 81457 (55) 5,460 6425 (ID

NOTES
(1) After charging

—Interest ..................... 157 —
— Depredation ................

(2) Taxation includes

11,646 11,514 636 594

— Current...................... 16.625 2,538
— Deferred .......... ..... 6413 (6,235) 99 ' 85
-Associated Companies ....

(3) The extraordinary item

467

comprises:
West Malaysian tax credit ... 30 508

(4) There were do pre-acquisition profits included in the results far the half year.

Profit after taxation but before extraordinary item as a percentage of
turnover
Profit after taxation but before extraordinary item as a percentage of share-
holders' foods
Net earnings per share On sen)
Net

1989
Group

16.4%

1988
Group

27.6%

2.0% 4.5%
4.3 9.5

$2.13 $2-11

The production erf all oops increased, with Ok exception of robber. However
, prices have d**4

jned for
every commodity and das is the man reason far the decrease in profits. The results far the vear win he
tower than the record profit earned last year.

entered into an agreement with Tbngkah Plantations CM) Sdn. Bbd“ l
lte*i ooutpnsing 6,018 hectares of oil palm and cocoa, in

. j
AD necessary approvals have since been obtained and tbe

was completed on 9th November, 1989.

14th October S89, tbe Company made an unconditional cash offer to acquire an of the issued stock
units ofSi each fully paid in the share capital of Kandang Thnjong Pau Company Beriiad (KTP) At the
dose of tbe offer cm 6th November, 1989 acceptances amounting to 105,585 stock units representine
2.78% of the issuedand paid-up capital ofKTP ware received. TheCompany and parties acting in cooaxt
(The Painting Rubber Estates Limited, The Gfengpwrie Robber Company Bczhad, Chennang DevdotH
ment (Malaya) Sdn. Bhd. and BtotrirabRuWwCqnipaiiy (Malaya) Bemad) now
amts (61 .99%) of die issued capital erfKTP,

HARVESTEDCROPS -TONNES

FFB .,....H.«MW.ni«M.IHHHnMMM<,
Palm dl
Palm kernels

Robber.................-........—.....-

Cocoa
Copra

COPIESOFTHECOMPANY’SINTERIMREPORT

1989
536,898
112,313
32,751
20,671
3,332
4,025

1988
504,083
103,180
30.927
22,497
3.207
3.714

KUALA LUMPUR.
22od November, 1989
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ANZ gains 43% to A$721.7m net
By dirts Shevwetl In*Sydney

THE AUSTRALIA and New
Zealand (ANZ) banting group,
the second largest <jT Austra-
lia's Big Four commercial
banks, yesterday announced
after-tax profits of AS72L7m
(US$661.4m) for the year to
September, up 43 per.ceuttom
A8505.4m in 190748.
The bank -

b

.the last of the
three private sector commer-
cial banks to report its 198839
results, and the figures were
broadly in line with expecta-
tions. Westpac Bank and
National Australia Bank
reported similar sharp grins.
Mr Will Bailey, chief execu-

tive, called the performance
"sound,” citing2 strong profit
growth in Australia and the
international network. But 'he
said conditions in New Zea-
land, and more recently in

Australia, ***** taken their ton.
The current year would see
further profit growth,
“although at a more modest
rate."

Earnings per share were 85JL
Australian rpnfai, up from an
adjusted 71 cents, and the
board announced a final folly
franked dividend of 22 cents to
make 44 cents for the year, up
from 34.5 cents.
The result reflects an

Increase of A$l0.7bo in group
assets to A38L5bn, and lower
tax payments of A$400m
against A$456m the previous
year, following a reduction in
the corporate tax rate to 39 per
cent from 49 per cent

It was also struck after the
bank, in response to the deters
iorating economic environ-
ment, sharply Increased . its

urovislaQS for bad and doubtful
debts to A$308m, up from
A$285m. A substantial propor-

tion of the total increase arose
from New Zealand lending.

Separately, the bank pro-
vided A$22lm as abnormal
items for loans to Third World
countries rescheduling their
debts. ANZ’s accumulated pro-

visions for debt rescheduling
countries now stand at
A$57Sm, a' cover of approxi-
mately 80 per cent after allow-

ing for future tax benefits.

In addition, the bank
reported net extraordinary
losses of A$l67.7m, which
included goodwill writeoffs of

A$222m for the purchase of the
Post Office Savings Bank in

New Zealand and another
Aftiasm for Mercantile Credits
in Australia. Property sales

yielded offsetting profits of
A$67m.
A breakdown of yesterday's

figures showed the group’s

global business con-

tributed A$586m of the total

profit, with another A*96m
coming from the Esanria and
other finance company busi-

nesses.

Profits from the insurance
operation fell, while the invest-

ment banking division again
made a loss, of AW&fim. The
group, hurt In particular by
difficult UK trading conditions,

last week announced the do-
sure of its UK equities stock-

broking operation.
Geographically, AS489m of

the total profit was generated
in Australia, A$64m in New
Zealand and A*168m in inter-

national markets.

NZ markets shaken
by futures default
By Terry Hall In Wellington

THE SUDDEN default of
broker Jordan Sandman
Futures sent New Zealand
financial markets Into fnrwmfl

yesterday, forcing the Reserve
Bank to intervene by offering
an additional NZgZOOm
(US$58.8m) of government
stock to try to ease liquidity
pressures.

Interest rates fell sharply
and the New Zealand dollar
eased by as much as half a per
rant-, agafant the US Hnllm- dUT-

a hectic day’s trading. The
occurred after Jordan

Sandman Futures said mystery
clients in London and the US
faded to meet their obligations.

This caused the broker to be
suspended from trading, after
falling to meet "margin" pay-
ments on NZ$800m worth of
government stock contracts
which obliged their holders to
buy or seU government stock
at set prices. .

Jordan Sandman Futures
aaid they bought th«* contracts
on behalf of - International
investors who

.
were expecting

New Zealand interest rates to
go up. They planned to buy
back more cheaply when inter-

est rates rose, hoping that
would be before the contracts
matured on December 14. But
over the last week interest
rates fell sharply by up to half
a per cenL
These sharp falls provoked

Hw intpraatitinal commodities
clearing house to ask investors

to top up the deposits they had
made on contracts. Jordan
.Sandman fixtures,foiled to pro-

duce the NZSSm in cash-
Mr Colin Giffney, Jordan

Sandman Were’s managing
director, said his group’B
futures subsidiary had been
unable to pay because overseas
clients had reneged on their
side of the deal.
Mr Giffney said the suspen-

sion had no effect on Jordan
Sandman Were, the share bro-
ker. as the futures company
Operated Independently.
To cancrf Jordan Sandman

contracts, the futures exchange
offset them against those of
other trading members which
bad agreements to buy govern-
ment stock on December 14.
This sparked a rush on the
money markets by investors
seeking government stocks.

Losses, estimated to run into
10s of millions of dollars, axe
expected to be spread all
around the band futures mar-
ket that operates the exchange.
The clearing house could face a
loss of at least NZ$4m.
The episode poses questions

over the future of Jordan Sand-
man Were, the parentcompany
of Jordan Sandman Futures
and one of the country’s big-

gest share brokers, following
this month's purchase of Fran-
cis Allison Symea The firm is

50 per cent owned by J3.
Were, the old established Aus-
tralian broker.

It is understood that Jordan
Sandman Were has decided to

let Its futures subsidiary fail

rather than pump in an unde-
termined amount of capital
Mr Gilfaey said the company

believed that theanspensiau of.
Jordan Sandman Futures in no
way affected the operations of
Jordan Sandman Wera -

CSR up 59%, sees

A$400m for year
By Chris ShenraU In Sydney

CSR, THE Australian building
products and sugar group, yes-

terday reported after-tax prof-

its of A$233.7m (USteSLBro) -
59 per cent higher than the
first half last year and , signifi-

cantly, substantially higher
than the 1967-88 fuH-year prof-

its of AJftBSm reported only is

months ago.
The buoyant performance

prompted CSR to forecast a
profit of “at least A$400m” for

the frill year.

Trading revenues in tbs first

half of the current year surged
to A$L3bn from AJELTbn, or 35
per cent
Karmwgs per share climbed

to 32.8 Australian cents,
against 22.4 cents previously,
and the company declared a
fully franked interim
dividend of 16 cents, up frrom

14 emits.

It added that it expected to

pay a final dividend "of the
order of 24 cents.”

A breakdown of the figures
showed that bniTrHng and con-
struction materials, with a
profit contribution of
AJ115.9m, made the biggest
jump in profit (from ASGBJn)
and reaffirmed its position as
CSS's principal eaniings gener-
ator.

The strong performance
reflected firm demand in Aus-
tralia and the US, and the con-
tributions of Rinkftr and SUCh
Australian acquisitions as. the
Sellars, Humes Concrete
and Monier PGH bricks bust
-nesses. • - / - • • •

The sugar division contrib-

uted profits of A$S3.7m, against

A$42.7m previously, thanks
mainly fO milling and refining

operations.
Higher sales and prices

helped the aluminium contri-

bution improve to A$27.3m
from A$23-7m and the timber
business advanced to A|23£m
from A$17.7m.
CSR said that during the

six months it sold its last

remaining coal investment (a
10 per cent holding in

Newcastle Coal Shippers) and
an 18 per cent stake in Brick &
Pipe.

Procjceeds from these and
other divestments amounted to
AJi78m.
On the other side of the led-

ger, CSR’s 50 per cent owned
Australian Cement acquired
Goliath Cement, and the group
spent A$65m acquiring or
expanding various quarrying
and concrete operations to
complement its Readymix busi-

LooMng ahead, the group
mid demand wnnM remain at a

satisfactory level for the
remainder of the year, despite
forecast lower levels of hous-
ing activity.

For sugar it forecast
reduced profits from domestic
refining and miaa but not mill-

ing.

"Profits generated from
sugar and building materials
operations are normally highnr
In tha first half of the ftnaprial

year," CSR stated. “A profit of
at least A9400m for the full

year Is Bkdy.”

pr" IbfcyoFtociSc Holdings N.V

[
’fokyo Pacific Hokfings (Seaboard) N.V

TheQuarterly Report as of 30th September1989 has been

published and may beobtained from;

Kmaa,tfcMrin;&.RmooNM
P.O.Box 243, W00 AE Amsterdam
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OKG AKTIEBOLAG
fIncorporated in Sweden with limited liability)

Notice to the holders of

U.S.S50,000,000 Retractable Bonds 1997

NEW RATE OF INTEREST
In accordance with Condition 3(B) of die Terms and Conditions

of die above mentioned Bonds (the ‘Bonds’) OKG Aktiebolag
has changed the rare of interest in respect of die Bonds.

From 1st December, 1989 until 1st December; 1993 the Bonds will

bear interest at the ran: of 8.80 per cent, per annum, payable

annually in arrears on 1st December in each year; the first such

payment of US$38.00 being made on 1st Decembei; 1990 against

presentation of Coupon No: 9.

0AMBROS BANK LIMITED
'

Date 23rd November, 1989

The MoJson
Companies Limited

fimvrponued with Knitted

liability underthe fires ofCanada)

UA S2NUMXI000 Floating Rate Notes’

bate dare 21st May 19W
Maturity date 2kt May 1992

Fur the three month interest

period from 24th Noranber 1989

to 24th February 1990 the rate

of interest on me nous will be
8'4% per annum. The Interest

payable on the relevant Interest

payment dare will be
USSiam39 per us. ssoaooo

note.

Morgan GrenfeU& Co. Limited
RekniHvAfsat

WOOLWICH
EQUITABLE

BUILDING SOCIETY
£209,009^00

noatfag RateLow Notts

Dt* 1995

In accordance with the terms and

conditions of die Notes, notice is

hereby given that for the three

months Interest Period from (and
including) 22ndNovember, 1989 to

(bat cxchiduig} 22nd February,

1990, the Notes will cany a rate of

interestoflSWsperecm.perannum.
The relevant Interest Payment Dute
wiD be 22nd February, 1990- The
Coupon Amount per £10,000 wifi

be £385-96, payable agar
J

surrenderofCouponNo: 16

HambroaBank limited
Agent Bank

NTT rises 19% after big
cut in interest payments
By Stefan Wagstyl in Tokyo

NIPPON TELEGRAPH and
Telephone, the Japanese
telecommunications service
company which has come
under intense public criticism

in the past year, yesterday
reported a 19 per cent increase
in unconsolidated interim pre-

tax profits to Y32.4bn
(9225.4m).

This was due to a 89 per
cent improvement to Y147Abn
in net non-operating
expenses, achieved by a large
reduction hi interest payments
on debt
Operating profits fell 8

per cent to YSs&8bn, because
of Increased competition
from newly established carri-

ers and government-imposed
rate cuts.

The figures excluded the
results of NTT’s data commu-
nications division, which was
deconsolidated into a separate
company in July 1988.

For the full year to the end
of March, NTT forecast that
revenues and profits would rise

only slightly from last year to
Y5£85bn and T430bn.
Total operating revenues for

the six months to the end of
September rose L3 per cent to
Y2324bn, an increase of Y26bn.

The deconsolidated data
communications business
contributed Y44bn in revenues
in the same months last
year.

Revenues from subscriber
telephone calls fell 0.3 per cent
due to competition and rate
cuts, but revenues from public
telephone calls rose 11.2 per
cent due to the increased use
of prepaid-card phones.
Revenues from mobile tele-

phones soared 54 per cent
Total telephone service reve-

nues were just 2.1 per cent
higher at Y2^335bn-
Among other businesses,

revenues from fearing circuits

rose KL3 per cent to Y180.7bn.
Net Income was IS per cent

higher at Y114J3bn, or Y7.32&9
a share. The dividend is

unchanged at Y2*500.

NTT is fighting plans put
forward by the Ministry of
Posts and Telecommunications
to break up the giant company
into separate regional
operations.

It was subjected to public
criticism over the alleged
involvement of three former
senior executives iu
the Recruit corruption

Modest gains for Japan’s
dairy product companies
By Ian Rodger in Tokyo

JAPAN’S LEADING
product companies
modest profit gains in the six

months to September 30,
against a background of mod-
est flfllpa increases and higher

costs.

Snow Brand Milk Products,
Japan's largest dairy group,
gnin sales of milk and other
dairy products grew by BJ2 per
cent while those of fruit juices

grew 5.7 pm1 cent Operating
profits fell 12.6 per cent to

Y7.8bn ($54.26m) because of
rises in production costs due to

higher prices for imported
cheese and butter. Fra: the foil

year, the company is looking
for pre-tax profits of Y17JSm,
up R5 per cent

Miejji Mnk said turnover of
condensed and processed milk
declined and costs of imported
raw materials increased
because of the weakening of

the yen. Operating profit
darimai M.a per cent
The company is forecasting a

pre-tax profit of Y7Jhn for the
fen year, up 32 per cent
Morinaga Mflfc Industry said

m3k sales rose 4-2 per cent to

Y65.5bn and sales of other
dairy products, except ice

cream, rose 7 per cent to

Y85.4bn.
Ice cream sales were down

(KG per cent to YBflm. In the
full year, the company is fore-

casting a pre-tax profit of

T6£bn» up L9 per cent

DAIRY PRODUCT COMPANIES' RESULTS (Ybn)
Half yar to Smtembar 30

Company novum % ram Pra-tat % rtaa Not % rt»

Snow Brand 2HL2 AS 9.1 3.7 37A
RMJI 200 U AS 55 1.7 32.7

Morinaga 177.5 2L2 AS 1J 1.7 3JB

Merrill joins

restructuring

and lay-off

bandwagon
By Janet Bush in New York

MERRITT, LYNCH, the largest
US securities house, yesterday
became the latest company to
begin restructuring its busi-
ness and laying off employees
in an effort to cut costs amid
difficult market conditions
and continuing overcapacity
in the brokerage industry.
Ur William Schreyer, chair-

man, and Hr Daniel Tally,
president, sent a letter to
40,500 employees worldwide,
warning them that the
restructuring would probably
Involve selected staff reduc-
tions.
The letter died as reasons

for the restructuring: overca-

pacity on Wall Street since the
October 1987 stock market
cwiftji

i cffwipgiHtffln frfHii COm-
mercial banks and well-capi-

talised foreign firms and
increasing risks.
“These factors have perma-

nently altered the market
landscape and are likely to
remain Tnfa»m»» throughout the
coming decade. Indeed, they
have already reduced or even
eliminated the profitability of
some of our businesses and
operating results have not
been what we want them to

be," the letter said.
Merrill Lynch said the

restructuring was still In the
planning stages and therefore
could not confirm speculation
that job losses conld run into
thousands or that performance
bonuses would be cut.

The company has already
cut its payroll by 850 employ-
ees so far this year and 5,500
since Bw mid of 1987.

Earlier this month, Shearson
Lehman Hutton said it was
planning a substantial man-
agement shake-up and would
lay off around 800 employees.
Salomon Brothers is reported
to be reducing its Investment
banking force by up to 20 per
cent and Drexel Burnham
Lambert cut more than 100
jobs at the beginning of this
month.
Investment Dealers’ Digest,

a US publication, estimates
that 83.000 jobs in the securi-

ties Industry have been lost

since the 1987 stock market
crash and expects another
13JM0 to go by the first quar-
ter of next year.

Sanofi to buy
US scent group
from Avon
By George Graham
In Paris

SANOFI, the French
pharmaceuticals and perfumes
company, plans to buy Stem,
the US perfumes group which
includes the Oscar de la Renta
brand, from Avon for $ZUhn.
The acquisition is a big US

expansion for Sanofi, a subsid-
iary of the majority state-
owned oil company Elf Aqui-
taine, an area where its cos-

metics activities have been
heavy lossmakers for some
time now and are expected to
lose $15m this year.
The addition of Stem, which

is expected to have sales
exceeding $i25m this year, 70
per cent of it in the Oscar de la

Renta line, will take Sanofl’s

entire beauty division, includ-
|

lng its 49.9 per cent stake in
|

Nina uieri, to safes of around
FFrSbn ($483.9m). The com-

i

puny pinitnc Qiis win place it

fifth In the world in luxury
perfumery.
Sanofi officials explained

that Stem’s excellent distribu-

tion network in the US would
be a great advantage, and the

|

company was also wefl posi-

tioned in markets Hfce Scan-
dinavia, Spain and the Carib-
bean duty free sector, where
Sanofi has little presence.
Stem’s profits this year will

be depressed by the heavy
launch costs of “Uninhibited,”
a new perfume under the Cher
label, but Sanofi officials said
that the acquisition repre-
sented a reasonable THOlltipfe

of its earnings.
Paris stockbrokers yester-

day said tha acquisition was a
positive sign for Sanofi, as it

reaffirmed the company’s
intention to stay In the US
market and expand, rather
than cutting its losses, as some
bad anticipated.
With the help of the rela-

tively up-market Oscar de la
Renta range, Sanofi is expec-
ted to be aide to reposition its

perfumes towards the top of
the range and improve the
return on the investments it

has made in the US over the
last two years. “Jean Levy, the
new head of Sanofi’s perfume
and beauty division, spent 25
years at L’Ortal, and this fa a
very L’Oreallan strategy,”
commented one analyst

Correction

Fletcher Challenge
CONTRARY to our report
yesterday, Fletcher Challenge
will not be paying a reduced
dividend for the current year
- the dividend for 1988/89
was 27 cents a share. There
has been no change in the
company’s dividend policy,
which aims at feast to match
the rate of inflation in New
Zwland,

General Motors considers

further white-collar cuts
By Anatote Kaletsky in New York

GENERAL MOTORS was
reported yesterday to be con-

sidering further heavy cut-

backs in its white collar

employment, in the latest sign

of the intensifying competitive

pressures suffered by the

whole US car industry.

The cuts could eliminate as

many as 25,000 Jobs over the

next five years out of GM’s US
white-collar employment of

around 100.000, according to

press reports which the com-

pany did not confirm or deny.

The proposed reductions

would come on top of the

40,000 administrative positions

eliminated around the world in

a two-year early retirement

programme which began in

late 1986. The plans for stfll

deeper cuts are believed to
reflect the dissatisfaction of

GM*s senior management with
the company's still-cumber-
some bureaucratic structure,

as well as the need to cut costs

in the face of continuing losses

in US mIp« awl marks* share.

The three big US car manu-
facturers, Chrysler, Ford and

GM have all suffered steep
declines in domestic sales dur-
ing the past few months, cul-

minating in the worst 10-day
sales figures for more than two
years, announced last week.
Thus far in the current

model year, which began on
October 1. sales of cars and
light trucks by Detroit's Big
Three have fallen by 19 per
cent GM has suffered the big-

gest decline, with sales down
20.7 per cent. Ford's sales have
fallen by 14.6 per cent and
Chrysler’s by 10£ per cent
Analysts had partly

explained away the disappoint-
ing sales figures as a predict-
able reaction to the cancella-

tion of the big discounts ami
incentives which the US car
industry used to clear out
unsold inventories at the end
of the last model year. But a
series of warnings and
retrenchment announcements
from each of the Big Three has
made It clear that Detroit
views the prospects for the
industry with anxiety, if not
outright alarm.

Last week Ur Harold Poling,

the new chairman-designate of

Ford, said that as much as 20

per cent of the US car indus-

try’s capacity would have to

close down in the next few
years.

Chrysler announced earlier

this month that it would cut its

salaried work force by 8 per
cent by the end of next year,
while GM indicated last month
that it would probably close at
least three large North Ameri-
can assembly plants in the
next three years.

The Japanese-based car-mak-
ers, by contrast, have
expressed their determination
to continue with an aggressive
programme of capacity expan-
sion. So far this year. Japa-
nese-owned factories have been
producing “transplant’’ cars at

a rate of 1.2m units annually,
accounting for 16.2 per cent of
total US car production.
Meanwhile, realising

Detroit’s worst tears about the
new Japanese-owned capacity,

imports from Japan have fallen

only slightly.

Time sells textbook subsidiary
By Karen Zagor in New York

TIME WARNER, the vast
entertainment and publishing
group, yesterday said it would
sell its Scott. Foresmau text-

book publishing subsidiary for

about $455m to an affiliate of

Harper & Row, the US pub-
lisher which is part of Mr
Rupert Murdoch's News Inter-

national empire.
Time, which first considered

selling Scott, Foresman in
March last year, put the pub-
lishing concern on the block In

August, shortly after the com-
pany began its merger with
Warner Communications. The
New York-based company said
it was selling the unit because
textbook publishing was not a
core business for the company.
Time acquired Scott Foresman
in 1986 for $520m.
Time said it would record a

pre-tax charge of $175m in its

fourth-quarter results, to
account for the loss on the dis-

posal.
“The price reflects the softer

tone of the market," said Ms
Nancy Feretsman. director of
corporate finance at Salomon
Brothers which acted as finan-
cial adviser to Time Warner.
The US book-publishing

industry has been hit recently

by increased competition, fall-

ing profits and lower sales.
Paramount recently said it

would take a $l40m pretax
writeoff against fourth-quarter
earnings of its publishing
operations which was attri-

buted to its school-book pub-
lishing business.

“It was a matter of grow or
get out of the market, and in a
consolidating market it did not
make sense to grow,” said Ms
Peretsman. Time Warner will

benefit from the tax loss and
can use the proceeds to retire

debt, she added.
Scott Foresman, which is the

fifth-largest schools publisher
and seventh-largest college
book publisher, will give
Harper & Row a foothold in the

US schools publishing market.
It will also help Harper & Row
consolidate its strength in col-

lege book publishing.

“I am especially pleased with
the acquisition of Scott, Fores-
man because it rounds out the

Harper & Row educational pub-
lishing programme with a pre-

mier name in that field." said

Mr George Craig, president of
Harper & Row.
Time Warner said the deal

was expected to be completed
by the end of the year, and
was subject to regulatory
filings.

Koor told to wait over write-off
By Hugh Camegy in Jerusalem

THE FOREIGN creditors of
Koor Industries, the deeply-ln-
debted Israeli conglomerate,
have reacted sharply to a
request by the company for a
$125m write-off from Israeli
and non-Israeli banirg by the
end of this year to stabilise its

parlous financial condition.
Officials at Manufacturers

Hanover in New York, which
leads the group of Koor’s for-

eign bank creditors, said a let-

ter was being sent to Mr Benja-
min Gaon, Koor’s chief
executive, stressing that all

concerned parties - including
the Israeli Government, foreign
and domestic bond holders and
the company’s trade union
owners - would have to
accept a share of the burden of
restructuring Koor before the
foreign banks would consider
any debt forgiveness.
Mr Philip Zegarelli, a vice

president at Manufacturers
Hanover, said it was “out of
the realms of possibility” to
discuss a write-off before there
had been in-depth analysis of
the financial condition and
recovery prospects of Koor. "It

is ludicrous to say it has to be
done by December 31,” he said.

The write-off request was the
latest twist In an increasingly
desperate battle by Koor,

Israel’s biggest industrial
group, to stay afloat. It

appeared to have weathered
much of the storm in June
when- it agreed rescheduling
terms for its debt - now total-

ling just under Jlbn - with
the foreign and domestic banks
which removed a liquidation
suit brought by Bankers Trust
of New York.
However, huge, unforecast

losses then emerged in its big-

gest subsidiary, Tadiran. This
particularly alarmed the Israeli

banks, who hold more than
two-thirds of the Koor debt but
had conceded "first out” to
their foreign colleagues in the
June rescheduling deal The
Israeli banks halted finalisa-

tion of the June agreement
until Koor had produced a
revised recovery plan.

It was this that Koor pro-
duced last week.

It forecast group losses this

year equivalent to 8165m and
said that, despite a gradual
return to profitability, it would
not generate sufficient cash
flow to cover Its debts up to
1993, even allowing for optimis-
tic projected revenues of $245m
from the sale erf Tadi-
ran and other assets. It there-
fore called for the $125m
write-off which it said was

urgent because, without it,

Koor would by the end of this
year he in breach of debt/eq-

uity obligations tied to $100m-
. worth of-bonds issued in the
US and a gimUar- sum issued in
IsraeL
Complicating matters is a

deepening rift between the
Israeli and foreign banks. The
local banks, which have
already accepted a Shi 170m
(885m) write-off, essentially
want to recast the June agree-
ment to spread the burden of
rescheduling more evenly.
One senior Israeli banker

said this week he feared that
under the terms at the June
deal, Koor would be able to ser-

vice only interest - not princi-

pal - on its debts after the
foreign banks were paid off,

even given the requested extra
write-off.

The foreign banks, however,
are extremely reluctant to go
in any deeper without big con-
cessions by “all constituen-
cies." They tend to point espe-
cially at the shareholder,
Hevrat Ha'ovdim, the holding
company of the Histadnit trade
onion federation. They also say
that a write-off of foreign obli-

gations could have serious
ramifications for Israel in for-

eign lending maHn^,
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Equipment suppliers fear a power vacuum
Nick Garnett on the uncertain future for the British boiler and turbine manufacturers

B ritain's manufacturers of

power station equipment

are trying to come to

terms with what looks like a

post-nuclear age.

The Governments abrupt

decision earlier this month to

shelve three new nuclear sta-

tions surprised companies like

GEC-Alsthom. Rolls Royce's

Northern Engineering Indus-

tries and Babcock Interna-

tional.

The equipment makers are

uncertain of the consequences.

It Ls not clear what types and
sizes of power stations will

replace the three nuclear sta-

tions - Hinkley C, Wylfa and
Sizewell C.

Three tentative effects, how-
ever, are emerging. First, it is

not good for the supply indus-

try as a whole in the short

term.
Second, some equipment

makers are set to lose much
more than others, while a few

will emerge in a stronger com-
petitive position.
Finally, a further fragmenta-

tion of the industry is likely as

a move towards smaller power
stations speeds up.

The last consideration will

probably tip the balance
towards some of the smaller

UK equipment producers and
suck in engineering competi-

tors from outside Britain.

It means that makers of tur-

bines, boilers, controls, pipe-

F15TURE OF POWER STATIONS

THREATENED PWBs
Wylfa B 120QMW
Sizewell C 1200MW
Hinkley C - 1200MW

SHELVED COAL PLANTS

West Burton B 1800MW
Fawley B 189QMW
Klngsnorth B — 1800MW

Total capactty 55000MW

work and all the other equip-

ment that goes into stations

must live with uncertainty.

The procurement programme
for new power stations in the

UK has been a shambles for

years.
Except for Sizewell B in Suf-

folk, no new station has been
ordered for a decade. Within

the past 18 months plans for

three large coal-fired stations

were abandoned, victims of

electricity privatisation and
the replacement of the Central

Electricity Generating Board
by National Power and Power-
Gen.
The nuclear programme,

therefore, was a secure market
for the big equipment makers
with their large factories,

which were only partially

loaded with export contracts.

“The nuclear stations were at

least a beacon of certainty in a

sea of uncertainty," said one
industry manager. That “cer-

tainty” has now gone.

The end of the nuclear pro-

gramme for the foreseeable

future - except for Sizewell B
which is under construction —
will affect different companies
in different ways.

Of the main suppliers of
large equipment, NEI has prob-

ably the most to smile about It

mothballed its main nuclear
equipment plant in 1986. It

picked up orders at Sizewell B
for pressurisers and controls
but failed to win any of the
main orders for that station. In

the long run, a non-nuclear
programme probably suits It
GEC-Alsthom, however, has a
substantial nuclear technology
business.

It won the order for the tur-

bines for Sizewell B (which are
different in design from tur-

bines for fossil-fuel stations)
and is project manager for the
nuclear island at the Guang
Dong station in China.
The group could have expec-

ted to do well out of UK
nuclear stations. Sir Robert
Davidson, vice chairman and
managing director, has asked
for an internal review of the
decision’s implications.

Nevertheless, GEC-Alsthom’s

nuclear equipment is not made
in dedicated factories. For
example, its plant at Rugby
makes all types of turbines.

Like NEL the company also
has the important capability to
make any type and size of
power station that might be
required in the 1990s.

Babcock International, the
main UK boiler mater along
with NEI, won the boiler order
for Sizewell B, and it makes all

types of boilers at its Renfrew
plant in Scotland.

M r Oliver Whitehead,
Babcock's chief exec-
utive, said the deci-

sion on nuclear was not good
news for suppliers. However,
the company had only a hand-
fill of dedicated nuclear design-
ers “and we certainly shall not
be firing those people.”
Babcock also makes boilers

for a range of different types of
station and believes there will
now be more repair and main-
tenance work.
The nuclear decision is prob-

ably not good news for Hopkm-
sons, the valve maker with spe-
cialist nuclear technology that

Weir bought this year.

It is much better news in the
long run for UK suppliers and
turnkey contractors for small
non-nuclear stations, which
have either no or little nuclear
capability. These include
Hawker Siddeley and John
Brown.
Foreign competition in the

supply industry is likely to
grow if the British industry

fragments further. With skids

under the nuclear programme
and the structure of the elec-

tricity industry militating

against large coal-fired sta-

tions, the move towards small
stations will probably acceler-

ate.

These include small coal-

fired stations and gas-powered,
combined-cycle stations where
the exhaust gas goes through a
boiler and back into the system
of turbine generation.

The scramble for orders is

going to intensify between
small and big equipment sup-

pliers.

The latter have been getting
dramatically bigger recently.
Fragmentation will also

encourage outsiders. Lakeland
Power - in which Asea Brown
Boveri, the Swiss-Swedish elec-

trical engineering group, is the
dominant partner - has
already won a big long-term
supply contract for the
north-west of England, while
Bechtel of the US is to build a
commercial station for British

CoaL
Equipment suppliers are still

counting on around 15.Q0QMW
of new capacity in the 1990s.

Whether it all materialises is

questionable.
The Government says It

wants the UK to maintain its

nuclear station engineering
capability, but its ability to do
so must be in doubt

Suez reports

steep rise

in first-half

earnings
CIS FINANCIERS de Suez, the

parent company of one of

France’s leading investment
hanking groups* luff reported

a steep rise In its consolidated

net profit for the first half of

1989, AP-DJ reports.

It said net profit for the first

six months of this year
totalled FFrl.97bn (*317m)
compared with FFHU9bn for

all 1988.

The first-half result is 46 per

emit Highar than half of tile

group's 1988 earnings. Suez
smid this was a better yard-

stick for the group's perfor-

mance than comparing the
1989 first-half result with the

corresponding figure for 1988
because of changes In the
group’s structure.

Acquisitions since the begin-

ning of this year include the

Belgian group Society G€n6r-
ale de Belgique and Cie Indus-

trielle of France.
Suez said profits from con-

tinuing operations amounted
to FFrI.lObn In the first half

of this year, compared with
FFrl.SQbn In all of 1988.
After-tax profit from Suez's
portfolio of securities was
FFr867m against FFrLOSbn for

an of 1988.

The 1989 first-half net
profit was FFr20.03 a share,

compared with FFrS5.Ql for
1988.

OSD

connection between
w office computer
any peripheral
same building

The Werran AC DataLink
through-the-mains computer connection.
fifloeS offices start

urifth a PC and finish with
Spaghetti Junction
Fixed computer cabling is fine in offices with a

fixed computer layout.

Bui an office which starts with a couple of

desktop computers and a printer, so often ends

up with half-a-dozen PCs, a couple of printers,

a plotter, and a modem to get through to the

outside world.

And cabling to keep up with growth and
change becomes both expensive and

impossibly complex.

Yet all the time, offices have perfectly

organised, comprehensive, point-to-point

cabling already in position.

The electricity mains.

The Verran AC DataLink simply uses die

cabling you’ve got, to give you the

connections you need.

VcTTixn AC Tlaral «nit« an supplied singhr, campUte with

leads, adaptors, mound, end no-qudHe 12-month

guarantee, plushat-lme support rvpstr<uk*t. AJ1 jar just

U75 + VAT.

Now, if yoo can plug Into the
mains, you can plug any PC
into any printer ...

any modem ... any plotter
The Verran AC DataLink is a remarkable

device.

It takes data from your computer and

transmits it through the AC mains to any

printer or a modem.
By itself, that’s a pretty remarkable

achievement. At a stroke, it gets rid of the

Spaghetti Junction of ad-hoc cabling.

But the Ven-an AC DataLink offers an even

more remarkable benefit ...

Provided your computers and peripherals

use either a parallel (Centronics) or a serial

(RS 232) port as data -connect ions - and

just about every one of them does - the Verran

AC DataLink can make connections regardless

of make, operating system, or type of port!

With the Verran AC DataLink, connection

and compatibility become problems of the past.

How the AC DataLink works
AC DataLinks work in pain. There's one

connected to your computer another

connected to any printer, plotter or modem.

Each is also connected to the nearer mains-

socket.

And each one has its individual identity

codes - programmed in by you.

When you want ro send data, you simply

program the Verran AC DataLink at your

computer with the identity of the receiving

device - and enter your normal send print, plot

or dial instructions through your keyboard.

Then the AC DacaLinlu take over, and

complete the transmission through the mains

cables- On the way, they translate the data

you're sending into the language of the

receiving device - if they're not already

compatible.

And that’s really all there is to it.

Think off the freedom of
contraction without cables
Half a dozen PCs, and only one printer.’ Equip

.
everybody with a Verran AC DataLink, plus

one for the printer, for instant access.

Moving offices f Start work on day one - and
let the layout settle down before you cable. Or
stick to AC DataLinks and stay flexible.

Exhibitions? Demonstrations’ Switch layouts,

switch from model to model as and when you
please, without fixed-cable constraints.

Maintenance and repair? Pack a pair of

AC DaraLinks instead of a dozen cable

combinations.

The difference AC EforaLmka can make is

unbelievable - till you've got them!

For mintasers ...

The principle is identical Programming

backlog? Data prep overload?New employees

just joined? Now, there's no need to wait for

cables. Any mini, any terminal,AC DataLinks

exchange data between them both.

Add up to five extra terminals to your mini,

ready to work, wherever you please.

All you need are mains sockets! See our

brochure for foil details

FIND OUT MORE ABOUT VERRAN
AC DATALINKS, TODAY m
This free colour brochure

describes the Verran

AC DataLink concept

in depth — ceils you in

detail how it works,

and what It does (and

doesn't do) — answers
jr'A. a

your questions.

Just post die coupon to us and we’fl send you

your copy, by return. Or simply call our hotline

duringnormal office hours.

H
VERRAN
E l E C T R O N I C 5

Verran Electronics Ltd,

Cwbmwnil, rH*w>*jkam Hhumm Parle.

Basingstoke, Hampshire* RG24 QWD.

S? 0252 872544
r : 1

To: Verran Electronics Ltd, FREEPOST PO Bo* 325, Yateley,Camberley, Surrey,GUl7 7BR. I

I Please send me full information on (he VertWi AC DataLink. I

BLOCK CAPITALS PLEASE

J_! 1 MM ILL
I 1 M 1 1 II 11 1 1 1 M M M M l_L 1 1 1 1-LLJ

1 1 II II 1 1 1 II III l M II M M M nuiu
1 1 M 11 II M 1 M 1 1 1 l PI 1 M II 1 II 1 IT 1 II l_LLI 11 1 1 1

1 1 1 1 1 1 11 II L1 Mull II 1

1

1 1 1

1- ___ FIT 479

Available from* Dixons Business Centres, DN Computer Services, Data Guardian, Frontline, F&P Distribution, STC Electronic Services, and good computer dealers everywhere.

Atari seeks to regain

market after launch
ATARI, the US video game
company, said it expects to

produce and market one mil-

lion of its newly-introduced
Lynx hand-held video games
next year in an attempt to win
back market share from its

rival Nintendo, Renter reports.

Ronald StringarL president

of Atari's US entertainment
division* said it expects to sell

71L000 of the units by the end of

this year.

They were introduced to the

New York area this year with a
$Lm advertising campaign.

Atari officials said they are
seeking to leapfrog video
games sold by Nintendo ahead
of lawsuit proceedings on
patent and antitrust violations
against Nintendo set for next
year.

Atari’s current line of video
games, the 3800 and 7800 fam-
ily, is lagging behind with total

worldwide sales of about lm

units worldwide. The company

is charging Nintendo with

infringements of an Atari

patent and with antitrust and

unfair trade practice viola-

tions. •

Nintendo’s US unit* Nin-

tendo of America, said Last

week that a federal judge had

ruled in its favour in a copy-

right Infringement case.

But Atari officials said they

do not expect that ruling to

have a negative impact on
their cases, which they would
continue to pursue.

Atari’s has said its earnings
and revenues this year have

been hurt by depressed video

game sales in the US and has
blamed alleged unfair prac-

tices. Nintendo has come to
dominate the US video game
market

Atari shares gained tt to 9-W
in light trading Tuesday.

Thomson advances 10.4%
despite flagging travel side
By David Owen in Toronto

THE THOMSON Corporation,

the Canadian publishing and
travel group* yesterday
reported a 10.4 per cent
advance in nine-monthly oper-

ating earnings, despite lower
profits from its travel-related

activities.

Increased discounting in the
package tour market was
blamed as the principle cause

of the travel group’s trouble.

Thomson warned that holiday
Aamnnri for the winter 198990
and summer 1990 periods con-
tinued to be “very depressed.

1*

In all, operating profits

totalled USJ318m or 58 cents a
share, compared with DS$288m
or 53 cents in the nine months

ended September 30 1988. Sales

rose to US$3.9bn from US$3L5bn
a year ago.

Alter including the net gain
of US$475m from the sale in

March 1989 of the group’s oil

and gas interests, net earnings
for the latest period increased
to US$793m. This compares
with 1988 income, including
earnings from discontinued
energy operations, of USSSOOm.

Travel group profits, includ-
ing interest, tumbled to
US888m in the most recent
nine mouths, versus US$114m
in the previous year At the
operating level, the difference
was more pronounced at
US$54m versus USS90m.
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enter next

helmsman
THERE WILL be a change of

helmsman at J.P. Morgan, the

fourth largest OS commercial

bank, from the beginning of

the new year and start of the

next decade.

Mr Lewis Preston. 63.

declared that he will be suc-

ceeded as board chairman and

chief executive at that time by

Mr Dennis Weatherstone, 58,

currently serving as president.

Mr Preston will then take on

tbe role of chairman of the

executive committee.

Also from January 1, Mr
Douglas A. Warner EE will

become president, Mr Roberto

Mendoza Jr and Mr Kurt Vier-

metz will be vice chairmen.

along with vice chairman John
Ruffle. Mr Mendoza will con-

tinue to play an important role

in the bank's global merger
and acquisition business.

Commenting on his decision

to step down as chief executive

before reaching the company's
retirement age of 65. Mr Pres-

ton said: "It is the right point

in J.P. Morgan’s evolution to

put this new team in place. I

thought there should be ample

time for the Ann to benefit

fully from Dennis Weather-

stone’s leadership.”

Mr John Mayer Jr, managing
director. Is to become head of

the corporate finance group,
filling Mr Warner's current

post Mr Scott Levine, manag-
ing director, will take charge of
mergers and acquisitions for

North America, replacing Mr
Mendoza in that area.

• J.P. MORGAN named as a
member of its International
Council Mr Bo Bergeron, presi-

dent and chief executive of

Stora, of Sweden, Europe’s
largest forest products group.
The International Council,

established in 1967, includes
leaders in business and public
life from 15 countries who
meet periodically and advise
Morgan’s management on
international issues. Its chair-

man is former US Secretary of
State George Shultz.

MimaaasflBa

chooses

H.F. AHMANSON. parent of

the biggest sayings and loan

association in the US,
announced that Mr Charles
Rinehart will join the company
on December 1 to serve as pres-

ident of the company and the

principal unit, Home Savings

of America.
Mr Rinehart has spent the

past four years as president

and chief executive of Avco
Financial Services.

* * *
AT COOPER Tire & Rubber,
the thriving medium-sized US
tyre producer. Mr Ivan Gorr,

formerly president and chief

operating officer, has become
r.hairman and chief executive.

Mr Gorr, 60, succeeded Mr
Edward Brewer, 64. who
resigned from those positions,

but he is to remain a director

and serve as chairman of the
executive committee.
Mr William Fitzgerald, 63.

was named president and chief

craerating officer. He had been
executive vice president since

1982 and has also been presi-

dent of the company’s tyre
operations.

*
CENTRAL AND South West,
the US utility, said that Mr
E.R. Brooks, executive vice
president, will become presi-

dent and chief operating officer

on January L
He will succeed Mr Merle

Brochelt, who will remain
chairman and chief executive.

Former NWA head joins

US offshoot
MR STEVEN Rothmeier, who
recently resigned as chairman
and chief executive of NWA
and its Northwest Airlines sub-

sidiary following the buyout of
NWA by Mr Alfred Checchi’s
investor group, is joining
Investment Advisers, the US
offshoot of UK merchant bank
urn Samuel, which was pur-

chased by the British TSB
Group two years ago.

At Investment Advisers, Mr
Rothmeier, 43, will be presi-

dent of its capital group.
His main responsibility wiQ

be to direct the US company’s
activities in mergers and acqui-

sitions, venture capital lever-

aged buyouts and merchant
banking, focusing on opportu-
nities throughout Europe in
conjunction with the Hill Sam-
uel parent
O Mr Rothmeier resigned as a
director of First Bank System,
a leading US regional bank
group, in order to avoid any
potential conflict of interest
He said that he felt it neces-

sary to resign from First
Bank’s board because Invest-

ment Advisers operates in sev-

eral business areas where First

Bank is active.
* * *

MS ROZANNE Ridgway, presi-

dent of the Atlantic Council of
the United States and a former
foreign service officer for the
US State Department has been
elected by the board of Union
Carbide, a leading US chemical
group, to serve as a director of
the company. This will be

effective from January L
Prior to being named In Sep-

tember to head the Atlantic
Council, a bipartisan non-profit

public policy institute in Wash-
ington, D.C., Ms Ridgway was
assistant secretary of state of

European and Canadian
Affairs (1985-89).

She had been ambassador to
the German Democratic Repub-
lic (1982-85), ambassador to
Finland (1977-80) and ambassa-
dor for oceans and fisheries
affairs (1976-77).

* * *
HOUSTON-BASED natural gas
pipeline operator Panhandle
Eastern, winch acquired the
much larger rival concern
Texas Eastern through an
agreed bid early this year, said
that Mr Dennis Hendrix ten-

dered his resignation as presi-

dent and chief executive officer

of Texas Eastern, effective
from the end of the year.
Two other Texas Eastern

executives, senior vice presi-

dent Paul Anderson end execu-
tive vice president Derrill
Cody, also resigned.

** *
UNAT, the Paris-based pan-Eu-
ropean general insurance com-
pany of American Interna-
tional Group, one of the largest

US insurers, has appointed Mr
Pierre Charles as senior vice

president with managerial
responsibility for all consumer
business throughout Europe.
Mr Charles formerly held the

position of deputy managing
director at Allianz France.

chief

executive

steps down
By Robert Gibbons
in Montreal

MR CLAUDE Castonguay, 60,
the former Quebec Cabinet
minister who bad built Lauren-
tian Group into a CS15bn finan-
cial sendees conglomerate in a
decade, is stepping down as its
chief executive officer.

He will become chairman of
the board of the main holding
company, the publicly-traded
Laurentian Group Corporation,
and of several subsidiaries.

He is succeeded as CEO by
Mr Jacques Drouin, 47, who is
also president.

Laurentian, which owns the
UK-based Trident Assurance, is
now completing a turoround
from a slow 1988, with
strengths in banking, trust
life assurance operations.
Mr Castonguay said he will

work for provincial legislation
allowing financial services
groups to control commercial
and industrial companies, and
help to rally Canadian busi-
ness in favour of the Meecfa
Lake Constitutional Accord.

* *
SWISS BANK Corporation,
Switzerland's second largest
hank, appointed Mr Jiri Hueb-
ner as first vice president and
division executive of the
bank’s new Structured Finance
Division in New York.
Mr Huebner was formerly a

partner of Credit Suisse First

Boston and had been in charge
of its US banking business in
New York. Before that, he was
with Chase Manhattan Bank in
London as head of its Euro-
pean syndicated loan business.
This year marks the 50th

anniversary of Swiss Bank in
tbe US. Its new division incor-
porates the highly leveraged
transactions of the bank’s pres-
ent Structured Finance Depart-
ment and existing Syndications
Department

*
CANADIAN Satellite Commu-
nications announced the
appointment of Ur Douglas
Hoitby as chairman.
Mr J.R. Peters, the previous

chairman, resigned last month.
Mr Hoitby is president and

chief executive of Western
International Communications,
posts which had once been
held by Mr Peters. W1C holds
about 51 per cent of Canadian
Satellite.

Thisannouncement appears as a matter ofrecord only. 22nd November, 1989

ye Cumhuriyeti
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Sumitomo Finance International

Bank ofTokyo Capital Markets Group Chase Investment Bank

DG Bank — Deutsche Genossenschaftsbank Fuji International Finance Limited
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Algemene Badk Nederland N.V.
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Swiss Bank Corporation
lm««taetw Banking

Banque Bruxelles Lambert SA.

Goldman Sachs International Limited

Yamaichi International (Europe) limited

It’s open
all hours
for Sydney
futures

T he Sydney Futures
Exchange is shortly to

start a novel after-

hours screen-dealing system,
designed to meet demand for

extended trading hours with-

out the cost of staffing its

trading floor.

Known as Sycom - Sydney
Computerised Overnight Mar-

The after-hours

screen trading

system shortly to be
launched on the

Australian exchange
could mean the end
of open outcry
there and trading
until midnight.,

finds Chris SherwelS

ket - the system is undergo-

ing final tests, and interested

floor members are being
trained in its use.

According to some futures
specialists, the development is

the thin end of a wedge - the

first step In an inevitable pro-

gression which will see the
end of open-outcry trading and
the introduction of all-day
screen-based trading.

Sydney wonld not be tbe
first: some smaller exchanges,
notably New Zealand’s, are
already folly screen-based. But
of the leading exchanges, only
the London International
Financial Futures Exchange
(Liffe), with an after-hours sys-

tem scheduled to start at the

end of this month. Is abreast

of Sydney's plans.

The two are implementing
different systems. London will

replicate the open-outcry sys-

tem onscreen, allowing those

using it to see all bids and
offers. Sydney will match buy-
ers and sellers automatically

Is a method giving priority oa
the basis of price and time.

The Sydney move springs
from experiments with late
trading sessions on special
occasions. Despite their suc-
cess, officials ssy such
arrangements are impractical
in the long term because of the
cost of staffing and mainte-
nance of the trading floor.

There has been increasing
demand for such trading.
Plenty is already done in Lon-
don on the 10-year Australian
bond fixtures contract through
a cumbersome process of kerb
trading tied to the physical
price, known as EFP
(exchange for physical).
Through Sycom, this and

local business will be done
directly through the Sydney
exchange.
Trading will begin at 4A5pm

Sydney time, shortly after the
floor doses, and go on until

midnight Initially It will be
restricted to the 10-year bond
contract but products and
hoars will be extended as
needed.
The development comes a

few months alter the Sydney
exchange agreed to join the
Chicago Mercantile Exchange
(CMS) In a system called
Globes, which is a transaction
system being developed with
Renters for afterhours global
futures trading.
According to Sydney

exchange officials, Sycom will

complement Glohex. which
will start only with CUE con-
tracts. When the two tie up,
local futures products from
each market will become avail-

able to tbe other.
The Sycom plan also coin-

cides with a debate concerning
Sydney’s clearing house
arrangements. For 20 years
these have been the responsi-
bility of the International
Commodities Clearing House
(ICCH), owned by a group of
British banks.
Many members of the Syd-

ney exchange argue that their

exchange should take over this

activity. They believe the
exchange’s costs would come
down, that they would be able
to control their own market in
respect of new contracts and
margins, and that the move
would bring Sydney into line

with other exchanges.
So the exchange has advised

the ICCH that it will be serv-

ing the required 12 months*
notice terminating its con-
tract.

The exchange has not yet
given notice, and it win only
do so when its members are

folly in agreement and ready
to contribute to the all-impor-

tant guarantee fund.

As if this was not enough,
file exchange, which win be 30
next year, is also undergoing a
significant but barely noticed
metamorphosis. As trading in
wool, cattle and gold has
almost vanished, it has
become virtually a pure finan-

cial futures exchange - and a
domestic one to boot The US
Treasury bond and Eurodollar
interest rate contracts were
suspended in ApriL And the
Australian dollar futures con-
tract despite being revamped
last year, is performing disap-.

poifitingly-

Yet it is enjoying record
trading volumes: at the end of
last month it reached 10m con-
tracts for the first time, and is

heading for a 1989 total of is™
against 1988’s 7.5m,
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^NATIONAL CAPITAL MARKETS

Swiss equities face heavy

pension fund investment
By William DulHorce in Geneva

SWISS pension funds will try

to place SFr4bn to SFr5bn
($3-lbn) a year in Swiss equi-

ties over the next four yearn, if

fund managers stick to their

present intentions.

And, as net new issues of

shares are likely to be well

under b?if these amounts, the

impact on Swiss stock
exchanges will be dramatic,

says a survey.
Tbe analysis of anticipated

future investment practices of

tbe largest Swiss pension funds

and life insurance companies

was presented in Zurich yester-

day.
Managers controlling some

40 per cent of tbe SFi225bn
under management in Switzer-

land were interviewed during
the two-year project, carried
out by Mr Stefan Hepp at the
St GaUen Graduate School for

Business and Economics.
Speculation has been wide-

spread about the impact on
Swiss shares of the fast-accu-

mulating assets in the funds
since mandatory occupational
pension schemes were intro-

duced in 1985.

However. Mr Hepp is the
first to survey tbe industry sci-

entifically, according to Mr
David Dfibendorfer of Salomon
Brothers, the US investment
bank which sponsored his
study.
By the mid-1990s total occu-

pational pension assets could
reach 90 per cent of Swiss
gross national product, the
highest ratio of any industria-

lised country.
The most likely situation

implies a growth of pension
assets to more than SFr360bn
by 1995 - and to almost
SFr2,200bn by 2025.

There is hardly any aspect of
the Swiss financial markets
which will not be affected by
this rapid growth in institu-

tional money, Mr Hepp
claimed.
The effect on the mortgage

market is already apparent As

personal savings flow into pen-
sion funds instead of savings

accounts, the banks are having
to resort to more expensive
ways of financing mortgage
landing and, to householders’

consternation, have steadily

Increased mortgage interest

rates.

Mr Hepp suggested that the

banks should launch mort-
gage-backed securities, offering

pension funds an attractive

long-term investment vehicle.

Another crucial factor will

be the pressure on fund man-
agers to upgrade their perfor-

mance.
Usually managers aim for

minimum investment income
targets and low annual asset

volatility instead of real asset
growth objectives.

They have preferred nominal
securities such as bonds, loans,

mortgages and liquid assets.

They have failed to reach the
generally accepted 4 per cent
rate of return in 20 of the past

40 years and barely exceeded it

on an aggregate basis.

The big pension funds recog-

nise that, to be able to grant
cost-of-living adjustments in
future, rates of return must
increase, says the survey.
Managers' intentions indi-

cate changes in asset weight-
ings over the next five years
that would increase their
equity holdings by 5 per cent of
total assets and reduce prop-
erty assets by 3 per cent.

This forms the basis of Mr
Hepp’s calculation that until

1992 an annual average of up
to SFr5bn of pension fond
money will be seeking equity
outlets.

Moreover, these intentions
were registered before parlia-

ment passed a recent bill

against property speculation,
which raised the legal maxi-
mom that the funds can place
in equities to 50 per cent of
portfolio totals and reduced to

30 per cent the maximum for

property.

Net only would the demand
for equities exceed the likely

net supply of new issues by
more than 200 per cent. It

would also have an enormous
influence on tbe secondary
market

According to Mr Hepp, the

implications would be:

• rising price/earning ratios

and declining dividend yields

- yields which are already
below 2 per cent for most Swiss

blue chip companies, would
decline further;

® pension funds would need
to trade their growing equity

holdings to realise capital
gains;
© institutional investors
would start putting on the
pressure for dividend increases
at shareholder meetings;
• since the Swiss stock mar-
ket is dominated by a small
number of highly capitalised
Issues, institutional investors
would be forced to become
“closet index funds” as their

large investment volumes
forced them to "hold" the mar-
ket;

a narrow markets and declin-

ing yields would occur in

domestic market segments,
cnee the institutions started to

focus on them.
Mr Hepp concludes that a

break with tradition and diver-

sification into international
assets must become a key ele-

ment in future Swiss pension
fund investments.

His report includes a study
showing that between 1973 and
1987 an internationally diversi-

fied bond/equity portfolio
would have substantially
improved returns and reduced
risks compared with a purely
domestic bond,'equity fund -

even taking into account the
1967 crash and the dollar slide,

a Swiss Bank Corp is to man-
age worldwide some of the
funds of Japan's biggest life

insurer. Nippon Life, which
will take a stake of 2 to 3 per
cent in the Swiss bank.

FT INTERNATIONAL BOND SERVICE

Listed are tbe latest International bonds for which there is an adequate secondary market.

US HOLLAS
STRAIGHTS teed BM Off* day week Yield

B.F.C.E. 9% VS. ISO 103% 103% -0% -0% 8 51
Belt Tel .Fin. 9 250 1041, 104% 40% -0% 8.67
Canada9% - 1000 103% 104% 40% -0% 8.17
C.C.C.E9% 95.... 300 103103*, 401. -Oh a«4
C.N.C.A9% 93 150 102% 102% 0-0% 834
Credit National 8% 93.. ZOO 99% 10040% 0 8-51
Credit National 7% 92. 100 97% 98% 40% -0%
Credit National 9% 92. 160flD2%102% 0 0
DaHdil Kan 9% 92. 150 102% 102% 0-0%
Denmark 8% 94._. ISO 198% 99% 40% -0%
E.E.C.791 - 100 97% 97% 0-0%
EE. C. 1093 140 1104% 104% 0. 0
Euroflma 10% 93. 1001104% 105 0-0%
Elec De France 9 98 200 102% 103% 0-0%
Elec. De France 9% 99... 200 105% 105% 40% -0% 858
Finland 996 250 102% 102% -0% -0% 852
Finn.Exp.Cd. 8% 92... 200 100% 100% 5 0
FHm. Exo.Cd.9% 95. 200 103% 103% 0-0%
Ford Motor Credit 8 91 250 199 99% 040%
Cen Elec.Cap.Coip. 993 5001101% 102% 40% -0%
Cen Eiec.Cap.Crp.10 1/291 300 102% 102% 40% 40%
C.MJLC.996 300 100% 101% -0% -0%
Gen.Mlrt.Corp. 9% 92 200 101% 101% 40% -0% _

IBM Credit Corp. 8% 92. 400 100% 100% 40% -0% 8J2
IBM Credit Corp. 8% 91 250 100% Ul 0 0 a42
IBM Credit Corp. 992. 250 101% 102 0 0
IBM Credit Corp. 9% 92. 250 101% 102% 0-0%
Italy 8% 94... 1500 100100% 40% -0%
Italy9% 95. 1000 104% 104% -0% -0%
Italy9% 99 1000 106 106% 40% 0
lloll C. W/W 4% 94 1000 1110% Ul% 40% 40%
Japan De*. Bank 1096.— 200 107 107% -0% -0%
KFWIntl.nn.994 300 101%102% 0-0%
LTC.B.of Japan9% 92 200 101% 10240% -0%
Metropolis Tokyo9% 93 200 102% 103% 40% -0%
Nippon Tel.&Tel. 9% 98. 250 104% 105% 40% 0
Norway8% 93. 500 101% 101% 40% 0
Portugal 8*4 91 300 |98% 99% 040%
Sumitomo Bank 9% 92. 150 1102% 102% 0-0% ...
SumHomo Corp. W/W 4 93.... 1500 1119 120 40% +1% -i-26
Sweden 8% 96 200 101% 101% 40% -0% 8.39
Sweden 8% 92 200 199% 100% 40% 40%
Toyota 9% 91 200 101% 102% 0-0%
Toyota Mir.Corp. W/W4 93... 1500 tl05% 106% 40% 40%
Victorian RepU% 92. 150 105% 106% 0-0%
World Bank8% 99 1500 101% 101% 40% -0%
World Bank9 97._ 300 102% 103% 0-0%
World Bank9 93.._ 300 102% 102% 0 0
World Bank9% 98 — 300 104% 104% 40% -0%
World Bank 9% 99 500 106% 106% -0% -0%
World Bank 9% 96 300 106% 106% 40% 0

A*er39e price change... On day 40% oo week 40

8.29
8.49
8.57
8.53
8.38
8J3
8.40
8.49

IL28
8-59
B-56
839
8.45
8.80
8.43

820
8-38
8.43
831
8.61
2.08
8JO
8.46
8J5
835
860
818
9.01

8J8

8.47
8-46
2-22
8.73
839
8.44
8.19
851
856
8.44

YEN STRAIGHTS
Camda6% 9L
Canada5% 93.
Euroflma 5 1995.
EJ.Bl 4% 93.
Ireland 5% 93.—
Norway5% 95
Sweden 4% 93

Closing prices on November 22
Ctege on

Bid Otter Ay week Yield

80 99% 100% 0 -0% 0.09
80 48% 99% -0% 40%
20 95% 95% -0% 40%
30 96% 96% -0% 40%
30 96% 96% -0% 0
50 96% 97-0% 40%
50 95% 95% 0 0

World Bank 5% 98 13 94% 95% -0%
World Bank 794

Average price dung*..
20 103% 104% 0 40%

On day -0% on week 40%

5.96
599
6.03
623
5 01
6.05
594
593

8Id
Quaff an

Offer day week YleJd

DEUTSCHE MARK Ctepe on
STRAIGHTS teed Bid Offer day week Yield
AslanOev.8K.694 200 *91% 92% 040% 7.91
Aetna6% 99. 750 °93% 94%

‘ “
Bfc.Frsn.Econ.USSR 7 96 750 ”194 95
" 100 "93% 94%

300 *93% 93%
500 *93% 93%
600 *90% 91%
300 *927* 93%
600 *94% 95%
300 *96 96%

0 -0%
040%

Bank of Tokyo 5% 93. 100 *93% 94% 040%
Commerzbank o/s. 5% 93. 300 *93% 93% 0-0%
Credit Fonder6% 99.„ 500 *93% 93% 0-0%
E.l.8 . 6% 99 600 *90% 91% 0-0%
EJ.B. 6% 99. 300 “927, 93% 0-0%
E.I.B. 6% 96. 600 *94% 95% 0-0%
E.I.B. 6% 95. 300 *96 96% 0-0%
EuroCoal&Steri 5% 97 175 *89% 90% 0 -0%
Ecroflma 6% 96 100 “90% 91% 0-1%
Elec Oe France 5% 97. 300 *89% 89% 0 0
Hydro-Quebec6% 99. 300 *93% 94% 0-0%
Japan Dev. Bk. 5% 95. 300 *09% 90% 0-0%
Japan Finances* 97. 100 -88% 89% 0-0%
ULD.B.7%99. 300 *97% 97% 0-1%
Ireland6% 97...... 300 *92 92% 0 0
Ireland 7% 99 500 *95% 96% 0-0%
Malaysia 6% 94 150 *91% 92% 043%
Nat West BK. PLC698. 300 *87% 88% 0-0%
N.H.L. Finance6% 95.._ 200*r92% 92% 0-0%
Nippon Tetg.&Tel. 695. 400 *92% 93% 0-0%
OesUrs. Kotrtbk. 593.. 300 *92% 93% 0-0%
Portugal 5% 92. 150 -95% 96% 0 0
Portugal 6% 95 — 150 *95% 95% 0-0%
Prtvatbanken 5% 93 150 *91% 92% 0 40%
Royal Insurance 5% 92. 300 *94% 94% 0-0%
Turkfy6% 95. 500 *91% 91% 0-0%
Union Bit.Finland5% 94 200*189% 90% 0-1%
World Bank 698 500 *88% 89% 0 -1
World BK. 6% 97 ... 600 *90% 91% 0-0%
Worid Bank 6% 99— 600 *93% 93% 0-0%

Average price change... On day 0 on week -0%

7.68
&13
7.89
7.79
a76
7.68
7.53
7.63
7.65
7.77
8.00
7.62
7.70
7.69
7.79
7.64
7.91
7.85
8.40
8.02
7.87
6.S8
7.54
7.53
7.62
8.03
8.17
8.49
8.44
7.77
8.61
7.70

OTHES STRAIGHTS
Abbey Nat. 10% 94 cs 150
AbbfyNaLll%95X ICO
Aegon7% 92 FL. 100
Alg. Bk. Ned. 5% 93 Fl_ 200
Aittrla7%94ECU 100
Bk.Nova Scot-14% 90 AS 75
Barclay* Aus.13% 91 AS 1C3
Belgium 8% 94 Ecu 150
BP Capital 9% 93 £. 100
BrHHb Airways 10 9B£. 100
Bril. Telecom 9% 93 £. 150
Cocnm.Bk.AiBt. 12% 93AS 100
Cbnrm.BkJUis.l3%94NZS.... 60*104% 105% 0 0 1233
Credit Fonder 9 96 Ecu 100 9B% 98% 0-0% 9 32
CrLncalFrance9% 92Ee* 100 99% 99% 0-0% 9 43
Dem.Bk.Aia.13% 93AS 125 t95% 96% 40% 40% 14 75
Deutsche Bk.FIn. 1594 AS 1001101% 102% 40% 40% 14 24
E.I.B. 796LFr. 100 »96% 97% 0+1% 7 62
E-I.B.7% 99FL. 150 94 94% 0-0%
E.I.B. 999Ecu 150 96% 99 40% -C%
Eurofhna 7% 94 Ecu 100 94 94%

+

0% -0%
Export Dv.Op.8% 92Eai 100 98% 98% 40% -0%
Fed.8ui.Dv.ek. 994 Ecu ICO 90%

— ‘

FitLBus Dv.Bk.9%92CS 75 197%
Fed.Bas.Dv.Bk.10h 93CS 50 198%
Fare. Stain 7% 93 Ecu 100 94%
Ford Cr.Can.10% 93 CS 100 199% ... „
FttdCred.Can.10% 96C3 125 1100% 100% -0% -0% 10 73
FojdCrBl Fund.lO%93£. 60 93% 94% 0 3% li8l
6.MA.C.CanadalX3/494C$.. 1001102% 103-0% -1 10 89
HMnelcw 7% 94 FL.^. 150 100% 101 0-0% 7.71
HyUro-Quebee 11 99 CS 400 102% 102% -0% -1% 10 55

Montreal Tst.10% 93 CS 100
Nat.Aus.Bk. 14% 94AS. 100
New Zealand 9% 93 £ _... 100
O.E.K.B. 10% 99 CS 150
Prhratbanfcen 7 % 94 LFr 500
Royal Bk.ScM.10% 98 £ 125 .... ^
Saskatchewan

9J 91 CS 150 197% 97% -0% -0% 1144
Saskatchewan 10% 93 CS 300 t«8% 99% 0^0% 10 53
State

8

ILNSW. 13% 93AS 100 195% 96% 40% *>% 15.22

SS&TiK"- 250 «% -0% 9.37

T^M^aii-wcs;;;:;; 118
t101

World Bank 7 % 99 FL 300 94% 94% fl-Ah, 7 on
100 198 % 99% *0% ^ d 13.70World Sank 14% 94 AS 73 99% 99% +0 % +0% 14^ 93AS 75 195% 9b3? 3% 14.73

FLOATING RATE

AKkmcr & Lett. Bid 94 £. ^72 ^77%^Bank of Greece 99 US 0% 99 74Malum 91 us 5 lOtm 100jT2I«2 »OkILA, Gloucester 94 £. .063 99 70 99 75 sAm t i2'ni
Credit Fancier 198 US 063 9906 99*6 20/04
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INTERNATIONAL CAPITAL MARKETS

Water issue helps change
foreign trading in Japan
By Deborah Hargreaves

THE UK’S WATER
privatisation issue Is partly
responsible for rolling back the
barriers to tradingon Japanese
capital markets for foreign
companies.
Daiwa/ the lead underwriter

fbr UK water shares in Japan,
has negotiated roles for a
share placement which
changes the way mid-sized
overseas firms will have access
to Japanese capital.
The Japanese Ministry of

Finance has made provisions
for a public offering without a
listing, so changing the regula-
tions governing foreign compa-
nies’ access to Japanese inves-
tors.

More than 70 per cent of
Japan's allocation of UK water
shares will be placed with
retail investors, although the
water companies will not be
listed on the Tokyo Stock
BmhangB.

The new roles were intro-

duced in June following six
months of negotiations
between Daiwa ana the MoP.
Before then a foreign company
could only raise capital in
Japan either through a private
placement of shares or by
adhering to a set of rigorous
criteria for a listing on the
Tokyo Stock Exchange.
A private placement would

find access for shares among
only 50 of Japan’s institutions,
hut a fun Hiring on the TSE
was available only to large
overseas firm

' The new technique will

make it easier fbr mid-sized
companies to offer shares In
Japan, as it demands only that
the company be listed on its

home Stock Exchange - which
must be an OECD market -
and that the company's earn-
ings per share must be 20 per
cent of the shares' nominal
value prior to the offering.
The water privatisation issue

wiH be the second offering to
take advantage of Hie new
roles, following an American
issue made by Nomura last
mnrrfb

ft will pave the way for the
UK^tectnrity supply industry

to follow rim same route when
it is privatised.

Mr Peter Parsons, who is

handling the issue at Daiwa.
says many mid-sized compa-
nies had been daunted by the
stringent haring requirements

of the TSE and will find the
method an easier way to tap
the huge capital pool in Japan.

Large companies wfll still find
a listing important to achieve
visibility and status in the Jap-
anese market
5nrm» h> per rmt ofthe over-

seas allocation of UK water
sharps will be offered in Japan
as part of a package of the 10
water companies being priva-
tised. The offering Is due to
begin on December 7.

China opens
Ka Wah bank
office in London
By David Lasceilea,
Banking Editor

CHINA is hoping to strengthen
its commercial ties with the
UK by opening a representa-
tive office of the Ka Wah Bank
in TflnAm.
Ka Wah, which is a Hong

Kong registered bank, is 70
per ccnt-owued by the China
Internationa] Trust and
Investment ' Corporation
(CITIO, China’s most active
overseas Investment Institu-
tion.
Mr Chen Xiao-Ping, who will

head the office, said the open-
ing demonstrated China's
interest to Increasing financial
units with Britain HftgpWy the
Tiananmen Square incident
last mimiww He a»H Ka Wah
hoped to upgrade the office
inhi a foil branch after com-,
tiering the necessary Bank of
England probationary period.
China fg already represented

to Tmawfiiw tfnumgw a fopinrii nf
tho Kantr nf f!Mna.

due bought Ka Wah after
it nearly went bankrupt In
1985. Since then it has noised
Ka Wah hack to health bring-
ing it into profit last year.

Norway In liberalisation
By Karen Fossil in Oslo

NORWAY took a step further
to UberaHstog its capital mar-
ket yesterday by allowing for-

eigners to issue krone bonds.
The move follows an initial

deregulatory step m early May
when the authorities opened
the way for foreign investment
in Norwegian bonds.
This month the Nordic min-

isters of finance agreed to dis-

mantle the remaining restric-

tions on capital flows between
the Nordic countries by July
1990.

Until yesterday only domes-
tic ltmHtnHwig wmM raim
loans in the Norwegian band
market. Applications for issues
of domestic debt securities will
be approved case-by-case by

the Ministry of Finance.
The Norwegian hood market

was closed to foreigners to 1984
because of government fears
that outside, investors were
taking too large a slice of the
nwrin-t and endangering inter-

est rate 318113117.

Mr Tom Skjaerstad, an exec-
utive with Norse Securities,

said that, though the liberalisa-

tion was another step in the
right direction, it remained
"only a step* towards opening
the market completely. Mr
Skjaerstad^ with cur-
rent long bond yields ranging
between 11 and 1L5 per cent,

foreign interest in issuing
krone loans was likely to be
hai than enthusiastic.

Australian hank buys Wallman
By Stephen Fkfler

STATE Bank Victoria,
Australia’s fifth largest bank-
ing group which is owned by
the Government of Victoria,
said yesterday it had agreed to
acquire fanmediataly the busi-
ness of Wafiman Trrtigrrifltfnrral,

a Eurobond market maker
based in London.

The hank said this repre-
sented a step in its strategy of
achieving pobal distribution
capacity for Australian doQar-
denontinated securities. The
acquisition gave it a distribu-

tion capacity to European
investors to complement its
AimnsHr securities, it said.

Japanese
firms named
as market
makers
By Stephen Fkfler,

Euromarkets
Correspondent

THE BANK of Wwgiand has
increased the number of
approved market makers on
its Ecu Treasury bill pro-

gramme and added for the

first time two Japanese names,
reflecting apparent progress in

a long-running dispute
between the British and Japa-

nese
It added Bank of Tokyo Cap-

ital Markets and Nomura
International to the list, with
Chase Investment Bank and
first National Bank of Chi-

cago. It brings to 29 tie num-
ber of market makers for a
market which totals only
Ecn2.7bn.
One e™, Alexanders Dis-

count, was removed from the
list, the fourth withdrawal
from the market since It

opened to October 1988. The
others were JJ. Morgan, Bank
of Scotland and Morgan Gren-
felL

TecfanicaHy, the to

add other market makers
reflects the track record of the
wimpniipB dealing in Ecu trea-

sury bob. However* it proba-
bly also reflects progress on
the disagreement over rite
denial of membership of the
Tokyo Stock nvriwmge to two
British firms, Barclays de
Zoete Wedd and James CapeL
Progress was reported on

the issue when Prime Minister

Mrs Margaret Thatcher visited

Tokyo to September. Earlier
«ri« month, farther advances
were made during discussions

to Tokyo between officials of
the UK Treasury and the
Department of Trade and
Industry with tthe Japanese
Ministry of Finance.
Another tone thought to be

tied to that of BZW and Capel
is the upgrading to branch sta-

tus of tie London representa-

tive offices of some regional

Japanese banks.
No n»M»n««wiwwt on this

has yet been forthcoming from
the Bank, which says that no
applications have been
received.
Mr Vridri Tfin*, fTffldfllt flf

Wnmmu InfenMtiniMl, «Hd hid

firm “wffl now seek to furthermod its investor base for
aria product and mar-
ket liquidity.’*

Sentiment holds up in thin trading
By Andrew Freeman

GERMANYWAS CLOSED, and
many traders were anticipating
today's Thanksgiving holiday
in the US, as the Eurobond
market experienced a very
light session. There was little

INTERNATIONAL
BONDS

new issue activity, while sec-
ondary markets saw prices left

little changed by thin turn-
over.

Nevertheless, sentiment
among syndicate managers
continued to improve as it

emerged that more borrowers
were deciding not to launch
ripflig rntn the vulnerable
sector.
There was speculation that

Compagoie Bancaire had post-
poned an issue, and the failure
of Swedish Export Credit to
decide terms cm a substantial
dollar deal meant that Bankers
Trust’s experiment with syndi-
cation procedures was put on
hold.
ScotiaMcleod was the lead

manager of a C$75m issue for

Banqne Nationals de Paris

new international BOND ISSUES

BOITOMWf
CANADIAN DOLLARS
Banque Nat d* Perin(a)#

Amount m.

75

Coupon % Price

100.775

Maturity

1992

Fees Boekiwmar

ScotiaMcleod

mterftnonea cr.NnttanaKMO GO 10(4 101.70 1081 1V*8 BNP Capital Markets

SWISS FRANCS
NUckateu Corpse}*** 60 6*8 100 1998 1% SBC

ESCUDOS
EurafimB(b)4 7bn 15^4 100 1092 1 )4/1 J.P. Morgan

YEN
Leeds Permanent B.Soc.(b)0 15bn 101 1b 1993 IV* Deiwa Europe

**PrivaW placement 4Final terms, a) Fungible with existing C$150m deal issued In January. Non-cailatxo. Issue price plus

arr*ii*ri MeresL b) Non-CftllAMs. c) Call from Dec.1992 at 102lo declining *% semi-annual thereafter.

which will be fungible with an
oriaHng c$150m deal brought

in January this year. The
bonds carried an 11% per cent

coupon and were priced at

100.775 pins accrued interest
The yield of approximately 47

basis points over the inter-

polated Canadian government
Issue was in line with the
existing paper.
The lead said the

deal was largely placed into
long-term accounts and that
the new tranche would not be
actively traded. Away from
ScotiaMcleod, the paper was
quoted outside full fees at 99%

bid, with dealers commenting
that it was struggling- Pro-
ceeds were swapped, but no
details were available.
BNP Capital Markets

brought an Ecu50m two-year
deal with a 10V. per cent cou-
pon for Interfinance Credit
National. The bonds were
quoted on fees at less 1% bid,
and BNP satd it was an issue
aimed at retail accounts. Pro-
ceeds were swapped, but BNP
would not elaborate.
Very late in the day, J.P.

Morgan launched an Es7bn
two-year deal for Eurofima
with a 15% per cent coupon.

In Switzerland, a SPrSOm
deal for Nikkatsu Corporation
was launched late to the day
by Swiss Bank Cotporation.
Nikkatsu is an established film

production and distribution
company which recently diver-

sified away from pornographic
films into videos of old films,

and real estate.

The seven-year bonds offered

a 6% per cent coupon and were
priced at par.

Initial price indications
suggested the paper was trad-

ing outside fees at less 2 Vi. bid,

although market conditions
were very quiet

Treasuries on hold for the long weekend
By Janet Bush in New York and Rachel Johnson in London

US TREASURY bonds moved
modestly higher yesterday
morning in very quiet
pre-Thanksgiving trading,
showing little reaction to yes-
terday's October durable goods

GOVERNMENT
BONDS
order figures.
At midsession, the Trea-

sury’s benchmark long bond
was quoted around % point
higher for a yield of 1X1 per
cent. Short-dated maturities
were also % point higher, pos-
sibly in a mild reaction to a
soft Fed funds rate, which was
trading at 8% per cent at mid-
session.

Durable goods orders fell by
0B per cent to October, much
less than the 2 per cent drop
forecast by analysts. However,
this number was counterbal-
anced by September’s 0.2 per
cent gain to orders, which was
revised to a LI per cent down-
turn.
The Commerce Department

BENCHMARK GOVERNMENT BONDS
Rad Month

Cegimi Data Price Change Yield go age

UK OUTS 13500 9792 103-28 -1/32 1163 11J7 11.52

9.750 1/96 94-11 +0/32 10.81 1067 10.62

9.000 10/08 92-27 +5/32 9.84 9.74 9^4

US TREASURY * 8-000 am 100-24 +9/32 7.89 7.87 7.9S

8.12S 8/19 102-16 +0/32 790 7.87 757

JAPAN No 111 4£00 6/98 94.4792 +0.056 5.55 5.48 5.39
No 2 6.700 3/07 tOI-3251 - 5£5 5.52 524

GERMANY 6.750 6/99 95.7000 + 0-200 7.39 7.40 702

FRANCE BTAN 8MO 119* + 0.175 9.67 932 026
OAT 8.12S 6/99 93.7100 +0810 9.13 898 8.82

CANADA ‘ 9.600 ions 98^750 -0.675 9.69 9.44 9.46

NETHERLANDS 7.250 7/99 96.1400 +0.100 7.83 7.75 7.44

AUSTRALIA 12.000 7/99 92.7035 +0-001 1336 13.32 13.84

London dosing, ‘denotea New York morning session
Yields: Local marfcat standard Prices US, UK in 32nd®.. otfiers In decimal

Technical Dmtm/ATLAS Pik» Sources

said that large swings in
defence orders had influenced
the overall figures to both Sep-
tember and October.
The Public Securities Associ-

ation, which oversees the bond
market, was considering yes-
terday morning whether to
officially dose the market
early. Because erf Thanksgiving

there is no trading today.

UK GOVERNMENT bonds
outperformed the pound yes-
terday, moving up to A higher
after hours while sterling sank
to DM2.83, a fall traders
blamed on a strong D-Mark
and weak nerves ahead of
today’s UK trade figures.

Explanations for gilts' steadi-

ness amid currency weakness
were various. Some decided
that gfits and sterling no lon-

ger marched in step, which
would explain gilts’ "amazing”
resistance; others thought
firmness in gilts was due to

technical reasons, notably a
thin market.

Earlier this week, following
the pound down, the bench-
mark Treasury 11% due 2003/07

was trading at 109.10. During
the week, it moved higher, to
close at 109.16 on Tuesday and
110.02 after hours yesterday.

Another explanation for
gilts’ performance was from a
sterling bond trader at Bar-
ings. He said the Treasury not
raising interest rates despite a
slipping pound pointed to no
rise in the immediate future.

“On the day of the last inter-

est rate rise, the trade
weighted index was at 90.8. It’s

now at 87.3, and rates should
have gone up to protect ster-

ling. They haven’t," he said.

Today, when the trade fig-

ures hit the market, gilts may
come out of their cocoon.
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EQUITY GROUPS Wednesday November 22 1989

A SUB-SECTIONS
Figures In parentheses show number of

stocks per section Nol

CAPITAL GOODS (205).

Building Materials (28),

Contracting, Construction (37)..

Electricals (10) —
Electronics (30)

Mechanical Engineering (53) ....

Metals and Metal Forming 06) -
Motors (17)— —
Other Industrial Materials (24)..

CONSUMER GROUP OSS)
Brewers and Distillers (23)

Food Manufacturing (20)—.

—

Food Retailing (15>--.

—

Healthand Household (14)

Leisure (35)

Packaging & Paper (14)....

Publishing & Printing OB)
Stores (32).

—

Textile (14)..

OTHER GROUPS (95)

,

Agencies(17)

Chemicals (22)

Conglomerates (14).

Transport (13)

Telephone Networks (2).

Miscellaneous (27)

0H & Gas (15)-..

FINANCIALGROUPU2D.
Banks (9).

77434
181.94

Insurance (Lift) C8).-

Iinsurance (Composite) (7).

Insurance (Brokers) (7).

—

Merchant Banks (ID
Property (49) — .

—

Other Financial (30).

64231
4106505

..41U2J9
31569

InvestmentTrusts (69).

Mining Financed)—
Overseas Traders (7)...

67137
-1139639

ALL-SHARE INDEX (698)

.

.J1ML79 »«

No.

FT-SEISOSHAREINDEX*

Bar's

Est-H
Earnings

Yleld%j
(MaxJI

Gross

Dhr.

Yield*
(Act at

I

(25%)

EsL
P/E
Ratio

(Net)

908

ttil 1635r 4371 11391 2933

ltA6| 4^01 11.981 3508

2131 6.11

737 1832

1607
1004

20J8
1138

432 -

tel
Htotall

tea
Low (ft)

219231 - +721 219741 21863) 21853

xri adL I

.'m
to date

I 8S2J6
1018361

137801
242633
187731

I 447.94)

454.98

I 34932)

[158249
1 1233011

139229

2223.96

2W6J9
1552381

I 53224

[358131
I 749.74

I 49807
118735
149226)

116835
1573021

218329
199801
183935

77201
79830

[127137
63935

1
1867J8
42136

|U59
32148

[121136

I 67334
1 1384351

3S23 109839 189832

20 17

22214

185938
104232)

13950*
2437351
187331
api «

35137

123239
1386.48

109873
2236011

187437
185331
139636
249538
192336
146138
4*807

135632
161327
1252.74

1481-98

118235

81937
1U604
157132
2*4834
179833
43135
SS63S

248443
155625
523.92

357739
74702
58232)
118705
149832
116625
1585371

212407
189124
I1832M

B28.93
1518.911

153835
361436
17165k
1 587061

112227

1

149435
1176.92

161539
213307

1

1112.91

118*2031

13*536
1*7441
114708
9*248
118225
116134
M28.98
55446
34*105
74*49

91131

184232
127227
195539
99*38
UZS38

111241 1131-34 TOJ8

1201671 12190911842.73

7693*
|79746
12*2.71

63535
18*809
4Z139!
1154071

32823i

78429
81931
129039
*4741
108103
42722
11*635
322.99

*9930
68333

51708

S3647
131104
3*138

128638
*7741

1374.99

in i-i7

*8725
1388.95

93331
15*923
138132

95731

228341 11373

PRICE
mmsss

Wed
Nov
22

Day's Tub
Nov
21

xdadj.
today 9*

to date

BttMGfRnmt
1 UptoSyeara UL68 +0.09 116JS7 - 10-50

2 5-15 years 129.72 +0J5 12933 — 1LM
3 Over 15 years...., 13&16 +0-26 137.79 - 12.71

4 Irredeemables...- 155.88 +OJ7 15531 — LL42

5 All stocks ..... 127^8 +0.14 127-70 - 1132

Uu-LkM
6 Upto 5 years

—

139.99 139.98 — 2.79

7 Over 5 years— 138.01 -ILM 138.87 *
. 3^1

8 All stocks — 138.04 -0.04 138.09 r-.: 3J5

9 Dftedara&Ute. +8J.4
- 9J9

10 Preftwaee 84.90 -0J4 85J1 — 5J6

AVEHAGESINKS
REOEMPTBM YIELDS

Wed
Nov
22

Toe
Nov
21

YearA
MthhGsvaMKft

1 5years 19-11 1U1 9.92

2 Coupons 15years. 9J9 951 938
KfMR - 9.71 9.74 - 8.98

4 Medium 5 years 1124 1L27 1IJ2
5 Coupon 15 years— 1806 1(118 951
6 25jre3Ti 9.81 9.84 9^4
7 HU 5 years.

' 11J6 1L38 KL45
8 15 years. 1BJ7 1059 9J3
9 25 years. 9.95 9.97 9^4

10 kwdeeraabte. _ —.1 9.78 941 885

hteUM
11 Inflation rate5% UptoSyn 3.73 3.72 in
12 Mf)atkMrate5% 0rer5yB., 3.69 348 3JB
13 (nflaUonratelO% Upto5yis.. 243 242 2.09

14 Inflation rate10% 0icr5yrs.. 3.S1 350 353

15 Dehs& 1259 1249 1131

16 laaas 15 yews.... 12J9 1242 11-85

17 25years.— J2M 18J8

I81 Prefmsce— 1081 10.78 I 18.28

2l«.a
VttanQs) LLO&iwt Ratyield.1

constituents bmilable from the PuWfc ,
Tbe Fw^Sj tiflJo, MmW One, Soutfwart BrMge.TceS* SQ9HL, price 15p, by post34p.

RISES AND FALLS YESTERDAY

Brithh Funds.
Corporations, Dominion and Foreign Bondi ..

Industrials

.

Financial and Properties.
Oils.
Plantations.

Others.

Totals.

Falls Same
57 20 25
10 1 31
211 544 844
147 143 387
21 38 34
3 0 6
51 27 88
52 107 89

552 880 L504
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RIGHTS OFFERS

traditional options
• Flret Dealings Nov fl

• Lest Dealings Nov 17
• Last Declarations Feb 8
• For rofflemdnt Fab ™
For rate indications see ond of
London Shan Senrico

Calls in British 8 Comm, S.W.
Wood, Tuokar Bos., Amatrad,
Avhra Pat, Bristol Chanel Ship
Rep., LIT, Ronhaugh, Kell
Energy. Put And call In Amatrad.
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ACCOUNTANCY

The Financial Times proposes to publish a Survey on the above on
1st DECEMBER 1989

For a full editorial synopsis and advertisement details, please contact:

WENDY ALEXANDER
on 01-873 3524

or write to her at:

Number One, Southwark Bridge

London SE1 9HL.
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UK COMPANY NEWS
Outcome exceeds expectations in spite of mixed divisional fortunes

tows 13% to £177m
By Nikki Tail

RANKS H0V1S McDougall, the

food and bakeries group in

which Sir James Goldsmith's

Sunningdale consortium holds

a 29.9 per cent stake, yesterday

revealed a 13 per cent rise to

£176-5m in pre-tax profits in

the year to September 2.

The profit, which compared
with £!56m in the previous 12

months, was made on sales of

£1.79bn, up 7 per cent on
1987-88. Earnings per share,

after a 29.5 (30.7) per cent tax

charge, rose from 3Q.5p to

34.4p.

The result was marginally

ahead of analysts' expectations

but the shares eased 2p yester-

- day to 422p. The final dividend

is 8.92p which lifts the total

from 10.61p to 12.74p.

Mr Stanley Metcalfe, chair-

man, said he was reasonably

pleased with the figures, point-

ing out that they had been
earned in a year when the com-
bination of a mild winter and a

hot summer was disadvanta-

geous to most of the businesses
- the juice and soft drinks

interests aside.

Food scares did not affect

any products directly, although

there were knock-on effects for

RHM
Sham price (pence)

500

460

420

380

340

300
1988 1989

the likes of the Paxo stuffing
business and chilled foods.

Results for the first two
months of the current year
were ahead of 1388-89, and Mr
Metcalfe was “reasonably con-
fident” about future prospects.

A breakdown of the latest
figures did, however, reveal
differing fortunes between the
group's various interests. Two
divisions saw profits reduced:
cakes and confectionery fell

from £26.8m to £24-6m, while
food services dipped from
BM Bm to CMSm

On the cakes side. Manor
Foods saw improved figures,
the reductions coming from
Heinzel, hit by price competi-
tion on frozen gateau, Avana
Bakeries, which been shifting

its product range, and OP
Chocolate.
On food services, the reduc-

tion partly reflected the sale of
peripheral interests but subsid-
iaries again saw differing per-

formances. The Chesswood
mushroom business was hit by
overcapacity in the industry,
but RF Brookes, the recipe dish
subsidiary, fared well despite
the food scares, as did the
catering supply operations.
The largest division - mill-

ing and baking - showed a 15
per cent profits increase at
£67. l m. Despite a 2 per cent fell

in the bread market, RHM's
share held at 31 per Else-
where, grocery products made
£42.8m (£34-3m), while the US
interests turned in £l3.6m
(£8.3m) and the Pacific region
£17.9m (£16m). There was also
a sharp increase from other
operations, largely property, at
£14.Sm (£6.7m).
The interest charge goes up

from £18.6m to £26l6dl Tear-

end borrowings were £S8L3m
(£ll9.7m)t but the sale of the.
stake in Goodman Fielder Wat
tie has since brought in eiBiiq

,

Below the line, there was a
£S9.7m extraordinary charge -
abortive costs on the Goodman
Fielder bid amounting to
£S7.7m and closure costs total-

ling Via fim

RHM, which Introduced con-
troversial “brand accounting”
last year, has added another
£26m to the valuation in the
wake of the year's acquisitions,

and another £36m for existing

brands in the wake of an over-
all review. The figure now
stands in the iwianw* shupt- at
£740m (£678m).

RHM stressed yesterday that
European expansion formed
part of its strategy, and that
“fortress UK was not a strat-

egy” — although Mr MatraTfa

also suggested that a major
acquisition on this front was
not likely in the short-term.
With regard to the Sunning,
dale stake, he said only that
matters remained “friendly",
and that there had been a
number of mAftHnga,

See Lex

Reed Inti paying $304m to

expand legal publishing side
reversal aborted
The agreed plan to reverse
Robert Fraser, the private mer-

chant bank, into Dewey War-
ren, the shell company with
cash reserves of £S0na has col-

lapsed, writes Ray Bashford.
Ten weeks after announcing

agreement on the deal, direc-

tors of the companies yester-

day said It had been scrapped
“in the interests of the share-
holders of both groups”.
The decision has left the way

open for the directors of Dewey
Warren to put the company up
for sale and advisers have been
appointed to find a buyer.
The terms of the deal were

£20m in convertible unsecured
loan stock in Dewey Warren
and £lm cash.
The official reason for the

failure of the deal is that
expectations for smaTier finan-

cial and property businesses
which are Robert Fraser's prin-

cipal areas of operation have
lowered, altering the prospects
for the combined group. How-
ever, directors added that the
Robert Fraser's operations
have so far been unaffected.

By Raymond Snoddy

REED INTERNATIONAL, the
international publishing and
information group, returned to
the acquisition trail yesterday
with a S303.7m (£193.4m)
agreed bid for Martindale-Hub-
bell, a private US company spe-
cialising in legal publishing.

Martindale-Hubbell is best
known for an eight-volume
directory listing the back-
ground of 700,000 lawyers and
44,000 law firms, mainly in
North America, together with
digests of selected state and
federal laws.

The directory also includes a
system in which lawyers are
rated by their peers.
Mr Peter Davis, chief execu-

tive of Reed International, said
yesterday that Reed had been
talking to Martindale-Hubbell
for about 10 years.
The company became avail-

able because its owners — Mr
Richard Carolan, a stepson of

the founding family, and his
wife - have decided to retire.

in 1988 the company made
pro-tax profits of $14^m and an
increase of between 10 and 15
per cent is forecast for this
year.
Mr Davis said yesterday that

the acquisition offered Reed “a
unique opportunity to expand
our subscription-based infor-
mation publishing for the legal
market, which we know well
and where we are under-repre-
sented.”
Reed plans to pay for the

acquisition largely through US
dollar borrowings. Until this
deal Reed’s borrowings totalled
about $250m following its

restructuring into one of the
world's top 10 publishing
groups.
Reed sees considerable room

for savings following the com-
pletion of the acquisition. Mar-
tlndale-Hubbeu, which

employs 363 people, will be
merged with a newly formed
subsidiary of Reed Publishing
USA - which will also include
an existing Reed business, RR
Bowker, a specialist in biblio-

graphic products.
Mr Ira Siegel, president and

chief operating officer of RR
Bowker, will also be appointed
president and chief operating
officer of Martindale-Hubbell.
Reed legal publishing inter-

ests In the UK include Butter-

worths and Reed sees opportu-
nities for extra international
Martindale-Hubbell sales
through cooperation with But-
terworths.
Mr Davis declined to be

drawn on whether European
rating of lawyers by their peers
was a possibility.

The market reacted favoura-
bly to the Reed deal and the
share price ended the day up
9p at 410p.

Medirace
pays £87m
for Evans
Healthcare
By Vanessa Houlder

MEDIRACE, the Third Market

medical research and diagnos-

tic products company, yester-

day announced the £87m
acquisition of Evans Health-

care, a private UK pharmaceu-

tical company.
The deal will more than tri-

ple the size of Medirace, which

was started up just over two
years ago, and will greatly

broaden its product base.

Medirace was founded in

1987 to research and develop
an Aids cancer treatment,

called * Contracan. It later

expanded through the acquisi-

tions of Cambridge Life Sci-

ence and Walker Laboratories,

makers of diagnostic

products.
Evans Healthcare, which

was formed from a manage-
ment buy-out from Glaxo in

October 1986, makes generic
drags and branded products
which inctede MycfL, the ath-

lete’s foot ointment, Dequa-
mina and Nylax. It also makes
human vaccines including
BCG, measles, influenza and
tetanus vaccine. Its business
offers a certain overlap with
that of Medirace in that it Is

sponsoring «*Hnieai trials on
the effectiveness of a BCG vac-

cine in treating bladder can-

cer.

It made an operating profit

of £5-2m on turnover of £43.7m
in the year to June 1989. Its

management will remain in
place following the acquisi-
tion.
MwKrara said its aim was to

create a medium-sized, multi-
faceted pharmaceutical and
medical products companies,
maturing over the next few
years.
Medirace will seek an offi-

cial listing following the com-
pletion of the deal when It

expects to have a market capi-

talisation of about filS&m.
Hie offer will be financed by

a rights issue that has been
mnHMmMiiy underwritten by
Lang and Cnuckshank and TC
Coombs. The size of the rights
issue will depend tm whether
Evans* directors and institu-

tional shareholders accept
cash or shares.
As a result of the acquisi-

tion, dealings in the shares
have been suspended at
127p.

Strong all-round growth lifts

Whitbread 16% to £128.5m
By Philip Rawstome

STRONG PERFORMANCES in

in all parts of the business -
retailing, beer, and wines and
spirits - lifted pre-tax profits

at Whitbread by .16 per cent to
giMUSm in the six months to

August 26. . .

With folly diluted earnings

per share Improving from
17iJ3p to 2L12p , an increase of

18 per cent, the results

matched the most optimistic

City forecasts.

Mr Peter Jarvis, group man-
aging director, said that in
spite of pressure on consumer
spending, the opening months
of the second half-year had
been encouraging. “There are
strong indications that market
share gains continue to be
made in many important
areas” he said.

Group turnover increased by
9.9 per cent to £S88J5m - after

stripping out inter-divisional
sales of £S4.7m - and com-
prised contributions of £547-3m
from retailing, £381.lm from
beer, and £144.8m from wines

and spirits.

Retailing profits were up by
17 per cent to £58.4m. Whit-
bread tews

,
the managed public

house division, expanded prof-

its by 20 per cent Food sales

were up 30 per cent and drinks
turnover 16 per cent higher.

Profits from brewing were
£65.9m, up 11 per cent, and
beer volume was “significantly

ahead" of total market growth
of 1.5 per cent daring the hot
summer.
Trading profit in the wines

and spirits division increased

by 18 per cent, much of ft

attributable to Janies Bur-
rtragh Distillers, which Is now
up for sale.

The interim dividend is

raised from 3.25p to 3ffp.

• COMMENT
The market does not yet seem
to have taken account of the
hard work pat in by Whitbread
over recent months to restruc-

ture the company, focus its

business strategy, and remove.

or reduce problem areas. 3be

sale of the wines and spirits

division should be completed

before Christmas, bringing In

an estimated £550m. Retailing

activities — in which £ll0m

has been invested over the past

six months - are expanding

across a range of outlets in the

UK, the US, and France, where

up to 400 Pizza Huts win be

built in the next few years.

Only Threshers, the High

Street wine shop chain, where

turnover growth was restricted

to 6^ per cent, as yet shows
any signs of the effects of the

squeeze on consumer spending.

Its beer brands are outperform-

ing the market - and Bodding-

ton’s is only just being brought

into the portfolio. In spite of

tougher trading conditions.

City analysts are looking for

fall year profits of £253m. giv-

ing warnings per share of 39.6p

and a prospective p/e of 9.3.

That would put Whitbread at a
jremium to the industry

r, Bass.

Marston Thompson rises 17%
By Graham Dollar

MARSTON THOMPSON and
Evershed, the Burton-based
brewer renowned for its Pedi-
gree cask-conditioned ale, yes-
terday unveiled a 17 per cent
expansion in interim profits.

And Mr Michael Hurdle,
riwirman

| the half

had so far met the board’s
expectations.

In the six months to Septem-
ber 23 1969, pre-tax profits rose
to £9.04m (£7.69m) on sales
ahead 16 per cent to £45J9m
(£3852m). Property sales put in
£638,000, down from £818,000
last time.
Mr Hurdle said sales vol-

umes were helped by strong
growth in the wines, spirits

and minerals side. Lager vol-

ume expanded by 7 per cent,

reflecting increased emphasis
on the Heineken and Stella

Artois brands, which are
brewed under licence by Whit-
bread, and have now replaced
Marston’s own Marcher lager

in the group's houses.

He stated that the arrange-

ment begun last December for

Whitbread to distribute Pedi-

gree nationally had been “ben-

eficial” to sales of the premium
bitter.

During the period, 11 houses
were transferred to manage-
ment control, a number expec-

ted to rise to 30 by the year

end. The five Tavern Tables
outlets traded above expecta-

tions, Mr Hurdle said, and
another five units woe sched-

uled to open during the second
half.

An interim dividend of Lllp
(0.94p) is payable from earn-
ings of 6J86p (6-04p) per share.

SA brothers sell stake In SW Wood
TWO SOUTH African brothers,
Robin and Nigel Matthews,
have sold out of SW Wood, the
loss-making metal trader, just
seven months after they took a
26.7 per cent stake together
with a group of institutions,
writes Vanessa Houlder.
The sale agreement follows

Tuesday's announcement that
Wood plunged £L9m into the

red in the six months to Sep-
tember SO.

The brothers are selling
their 3 per cent stake to Mr
Peter Rae. the managing direc-

tor, for 127p per share. That is

substantially more than the
current share price, which yes-

terday fen a further 8p to 49p.

In addition he has agreed to

buy another L3 per cent stake

from the Matthews’ family
trusts, bringing his holding up
to 17.1 per cent
Mr Robin Matthews, chair-

man, said the sate of the stake
was necessitated by the
changes in their personal dr-
cnmstances, given that Wood’s
share price had fallen from
I60p since they bought into the
company.
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Ringing

the
world.

Profit before tax increased by 22% to £241m-
an increase of £43m.

• Trading profit increased by 51% to £264m - an

increase of £90m.

© Turnover exceeded £1 billion - an increase

of 56%.

© Profit for the first six months is almost 2V*

times that for the whole financial year ended

31st March, 1982 - the year of privatisation.

CABLE AND WIRELESS
INTERIM REPORT

Em (unaudited results)

6 months
to 30 Sept

1988

O months
to 20 Sept

1989

%

Tumover (restated

)

699 1089 58%

Profit before taxation 198 241 22%

Attributable profit 139 150 8%

Earnings per share 13.2p 14L4p 9%

Dividends pershare 2.82p 3-IOp 10%

The Directors of Cable and Wireless pic report the above un-

audited results for the six months ended 30th September, 1989.

An Interim dividend of 3.10p per ordinary share will be paid on

28th February, 1990 to Shareholders on the Register at 21st

December,1989. Shareholders (otherthanthose with registered

addresses In the U.S.A.) will again be offered a scrip dividend

as an alternative to cash.

If you have any enquiries as an Investor, please call us on

tn-315 4455.

Cable and Wireless pic
the world telephone company

CABLEANQWWCLEG3 PLC,MERCURY HOUSE, THEOBALDS ROAD,LONDONWO* SR*.

BAA pic results for the halfyear to 30 September 1989.

FIRST HALF
ON TARGET

« Pre-tax profit up 17.7% to j£l86 million.

« Earnings per share up 23.6% to 25.7 pence per share.

« Interim dividend up 28.6% to 4.5 pence per share.

< Passengers up 4.1% to 39.9 million. Cargo tonnage
10.3% up.

* Heathrow’s Terminal 3 redevelopment on schedule for
completion by May 1990.

* Stansted’s new terminal with direct rail access from
Liverpool Street to open, as planned, in Spring 1991.

* Extensive Glasgow development under way.

* Additional expenditure for security estimated at

^19 million for 1989-90.

< Phone FT CityLine service on 0836 431721 for further
commentary on BAAfs interim results and the latest
share price, (call charges, including VA.T. 38p/min.
peak 25p/min. offpeak).

The worlds leading international a*rP°rt group.

< Heathrow v Gatwick * Stansted * ' Edinbmgb * ftwwfck - Aberdeen <
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course for our for

£2bn pre-tax pr

a 22% increase/
7

Patrick Sheehy, Chairman.

NINE MONTHS RESULTS Nine months to September

£1 = $1.62 at 30.9.89 C$1.81 at 31.12.88) 1988 1989 Change 88-89

PROFIT BEFORE TAX £1,048m £l,228m .1 17%
|

EARNINGS PER SHARE 40.77p 47.25p 16%
|

DIVIDENDS PER SHARE 7.60p
i

19.60p + 158%
|

• Pre-tax profit up 17% for nine months - an increase of 21% in the third

quarter.

• Quantum leap in financial services profit to £598m, 42% of Group total,

with tobacco trading profit increasing to £587m.

• Earnings per share 16% higher.

• Share buy-back programme already under way.

• Restructuring plan on schedule for completion by mid 1990.

• Second interim dividend of 10.30p making a total interim dividend of

19.60p (1988 interim 7.60p out of a full year total of 20.10p).

BAT INDUSTRIES
BUILDING SHAREHOLDER VALUE

A full quarterly report is being posted to shareholders and copies are available from the Company Secretary, BAT Industries p.f.c., Windsor House, 50 Victoria Street, London SW1H ONL
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SPONSORED SECURITIES Third quarter ‘on course’ with 21% rise to £448m
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299 0 93 3.1 10.4

103 0 10.7 10.4 -

B0 0 2.7 3.4 83
153 *2 93 63 -

360 0 22.0 63 9.4

320 0 163 53 26.7

BAT INDUSTRIES, the tobacco-based con- shareholder approval tor a share boy-back pro-

glomerate which has been under bid threat gramme and major restructuring earlier this
2: (LtUn.Ul.la niwIabA ZLt . . Infrom Sir James . Goldsmith's Hoylake consor- autumn, is now free to recommenoe baying in

tiam, yesterday announced a SI per cent its equity, its brokers are believed to have
increase to £448m in third quarter profits made acme very modest purchases yesterday,

before tax. It added that it was “firmly on Hr Patrick Sheefay, BAT chairman, said yes-

course" to make the forecast £2tn Jn the Ml terday that the restroctniing was “proceeding

year, writes Nikki Talt cm schedule”. BAT expected that the separate

The third quarter rise means that BAT has demergers of its paper interests and the Argos

US, Brown & Williamson improved strongly In Traotny profits from the retail oranigsacs

the third quarter, although trading profit for were up from £43m to £57m. aLhsasaj Eg®
the nine mouths was slightly lower. Economic nwtefm** quarter is deariy tofl *acst ngul&

uncertainties caused a weakening of Latin cant Profits at the UK Argos cram were npjj

now made £i.23hti bdne tax in toe find nine Rtaubodmis would be completed by mid-
months of 1989, compared with £L05fan in the 1990. Disposals of certain other interests - in
stwiHar period of 1988. Turnover during this particular, the US retail businesses - should,

period, at dosing exchange rates, was £14£2ba also be tnmnrrpc^ by this date, “subject to

(£l&3Sbn), and earnings per share at this stage conditions in the market”.
stand at 47.25P (40.77 ). Profits from the original tobacco badness
The third quarter figures were in fine with rose to £587m in the nine month period, S per

analysts' estimates, and BAT shares eased 2p to cent higher than a year ago, with sales stand-

122 78 Trwas Holdings (U5M) B0 » *-• ~
153 106 UnbVDt Ernie Com Pr*f 153 9J 63

395 355 vettfliuo Dreg Co.ua... 360 0 2.0 U 9.

370 320 WSYeates 320 0 16^ 5-1 26.

Securities designate tSEJ and fUSM) an iterfi ta suWeet to the rata aid rennUUons of The

ISE. Other securities listed abwe « (halt hi sublet to the rules of TSA

These securities are dealt In strictly an a matched targato basts. Neither Granule & Co.

Limited nor Grmfllr Davies United an market matters In the* senrttles

* These securities are dealt on a restricted basis. Further details available

778p yesterday. The conglomerate, which won ing at £&49m (£4^3m). BAT said, that in toe

American profits, but BATco fared well as did
West German and Canadian interests.

On financial services, profits were £S88m
(£33Gm), with Farmers, the Los Angeles-based
Insurer finally acquired In January, contribut-

ing £2Q5m. Eagle Star turned in £263m, as
increase cf £33m, while Allied Dunbar made
£73m, up 19 per emit. BAT stressed again tout
it expected Farmers to make a positive contri-

bution in the cunent year after financing costs.

The paper and pulpMafamsaw trading prof-

its static at £I55m (£156m), with Appleton
doing well but Wiggins Teape hit by compett-

tom In the European carbonless paper market

SSTcSTand to toe ^USj^Saka «d
SSnSnPkdd's showed “strong" trading profit

improvements.

The share of profit from associated camp*

nl« was £l57m (£13Sn> to thejdnejam.
while investment income slippedfrum £13lm to

£86au Interest charges were £299m (fisnq. _
Below the line, there is a £133m extraordi-

nary gate, arising from the Amatil restructur-

ing-
. The defence costs arising from the Hoylake

hid have wnt best charged in these figures.

A second fate*1” dividend of lOJp has been

declared.

Granville & Co. Limited

77 Mansell Street. London El 8AF
Telephone 01 -488 1212

Member ofTSA

Granville Davies Limited
'

Mansell Street, London El SAP
Telephone 01-4S8 1212

Member ofThe ISE &.TSA

An ill wind that brought an unkind touch of irony
Nikki Tait on the latest hiccup facing Sir James Goldsmith over his plans to gain control of BAT

I
T IS an unkind irony, after impact on Farmers. vately, is a “consummation
all the Takeover Panel’s Sir James and Asa, which devotely to be wished". Tm
strictures to BAT about has been lined up as the poten- lust sick of opening new boxes

PLASTIC CARDS
The Financial Times proposes to publish a Survey on the above on

6TH DECEMBER 1989

For a full editorial synopsis and advertisement details, please contact:

JONATHAN WALLIS

on 01-873 3565
or nritr to faun aC

Noober One, Soodnrark Bridge
London SE1 9HL.

FINANCIALTIMES
[11*0-1 I IUIIN(HM*'V*'II

I
T IS an unkind irony, after
all the Takeover Panel’s
strictures to BAT about

hp eiws of frustrating action
last summer, that the illness of
an ally has been the latest hic-

cup in Sir James Goldsmith’s
plans to 'gain control of the
tobacco-based conglomerate.
Hearings before the US state

insurance commissioners of
applications from both Hoylake
and Axa-Midi, the Paris-based
insurance group, to take over
Farmers Group, BAT’s US
insurance subsidiary, had orig-

inally been scheduled to take
place in Illinois, Arizona and
Idaho this month and next.
Approval from nine state com-
missioners is essential if a
renewed bid is to go ahead.
Arizona was the first casu-

alty. The department - whose
hearing officer is due to have a
baby shortly - ruled last weak
that it needed more details of
any potential Hoylake offer

before it conld assess the

impact on Farmers.
Sir James and Axa, which

has been lined up as the poten-
tial buyer of Fanners if Hoy-
lake does make a successful
bid, duly obliged with new
information based on a hypo-
thetical bid. Arizona said yes-
terday that this was being
reviewed, but no new tw«rt«g
date had been set.

Then, last week, Axa’s char-
ismatic chairman, Mr Ginnrfe

B€b€ar, underwent heart sur-
gery in Paris. As a result, Ms
US lawyers have persuaded the
Idaho and Illinois commission-
ers to postpone hearings until
the New Year. Only the Hoy-
lake portion of the Illinois

hearing will proceed as
planned this month.

All this suggests that the
struggle, in baiwa ofany signif-
icant new moves, is likely to

stagnate over the Christinas
and New Tear period. That,
some of the state insurance
department offices admit pri-

A nrcuEftipBe market leader goes public.

WHAT DOES GEA DO?
GEA supplies energy conservation technol-

ogy - which provides a vital contribution towards
solvingourdinraticand environmental problems.

The greenhouse effect,which isthe resultofthe

excessive use of fossil fuels, can primarily be curbed

by conserving energy more rigorouslythan has been
done so for. At the moment ihis issue is also being
discussed in the German Parliament.

Industry, as the major user of energy offers in-

numerable technical opportunities for energy conser-
vation.GEA has a variety oftried and tested solutions

therefore.GEA specialises in technologies and systems
for the rational and sparing use of energy:
— for the power generation industry

—for the chemical and petroleum industries

— for the steel and other basic industries

— for the heating and air conditioning of buildings
— for the thermal processing of foodstuff

Thanks to its tailor-made solutions, GEA holds

the leading position in most of its fields of activity.

At GEA, we expect our energy saving technol-

ogies to generate a powerful momentum for our
future business, a momentum that will increasingly

spread beyond West-
Gemnany to foreign

markets. With more
than 30 manufacturing
companies in 13 coun-
tries, GEA has been well

established in these mar-
kets for many years.

Today, the GEA
Group designs, manu-
factures and distributes

40 different product
lines, with emphasis on
energy and environ-
ment technology. The

hi technol- group employs6,000 staff,2£00more than5yearsago.
mi towards GEA hasachieveda levelofdiversification and
iroblems. international market penetration that can largelyoff-

resultofthe set cyclical fluctuations in individual industriesand/or
f be curbed countries. This means stability and growth for the

in has been benefit ofour marketpartners, ourstaffand ourfuture

also being shareholders.

In thepastfive yearswehavemore than doubled

jy offers in- our annual sales, from DM 521 million in 1984 to

ngy conser- DM 1.2 billion in 1989. This amounts to an average
id solutions growth rate of 18 per centp.a.#which has been financ-

jnd systems ed entirely out of our own cash flaw and consistently

with zero-gearing. Over the same period, our net

income has grown at a much faster rate, reaching

es 5.8 per cent of sales in 1989.

This development has been facilitated by
wildings numerous innovations within the company. Some 25

per cent of our staff are now qualified engineers.

GEA holds There have been 5 acquisitions this year alone

activity. and these have further contributed to our growth,

ng technol- Indeed, 38 per cent of our 1988 sales were gen-

jm for our erated by new products that have been added to

lcreasingly our range within the last five years.

An experienced,

well established man-

WHAT DOCS GEA DO ? agement,a decentralised
structureanda dedicated

staff are the foundations

• ^ on which GEA will

achieve similar growth
4\ -;V •£./.-.£ rates in the years to

barn CnfBervaSc*, bn B*ai*«rf come. Orders this year

amount to some DM 1.4

billion, 40 per cent

more than last year.

As a result we expect

further increases in sales

and net income in 1990.

Energy, Environmentaland Process Technology.

vately, is a “consummation
devotely to be wished.**. Tm
just sick of opening new boxes
of papers,” admitted one
harassed local official this

week-
Instead - and predictions

are dangerous in this game —
the tentative timetable is now
likely to start with the Calif-

ornia Hearing on January 16.

The Axa portion of the Illinois

hearings has been scheduled
for the previous day, but par-

ticipants suspect this may
shift.

Hearings would probably
then move on to Washington
and Oregon - where postpon-
mants have still to be granted
— and Idaho. Commissioners
in four other relevant states -
Texas, Ohio, Kansas and Ari-

zona - have yet to schedule
hearings. Hoylake/Axa need
clearances in all nine states; if

anyone objects, the battle
could shift to the law courts.

However, before returning
the matter to the back-burner,
shareholders might reflect on
what the New Year could
bring.

The Arizona objections,
which followed prodding by
Farmers’ counsel over the “suf-

ficiency” of the Hoylake’s fil-

ing, have a nasty air of
“catch-22" about them
On the one hand, Hoylake

can scarcely spell out fixture

bid details for a target which is

restructuring anyway.
On the other, despite Hoy-

lake’s best efforts to separate
its own offer for BAT from toe
Axa purchase of Farmers, it is

a fact that Axa will subscribe
Slbn for a 15 per cent interest

in Hoylake.
As toe Hoylake/Axa camp

points out, if Hoylake makes a
successful bid for BAT, this is

scarcely going to be an unmar-
ketable holding in a small com-
pany. Nevertheless, the poten-
tial investment does allow
Hoylake opponents to argue
that Axa’s health is, to some
extent, dependant on the con-
sortium's bid plans.
Assuming this hurdle is

negotiated - common-sense
suggests that it should be -
there are a host of other argu-
ments in waiting. As US
experts point out, the commis-
sioners’ concerns will rest
solely with the welfare of

Patrick Sheehy (left), chairman of BAT, mil Sir James Goldsmith of Hoylake, toe bidder

Farmers »nd its policyholders.
Hence, the managerial and
financial plans Of Axa for
Farmers assume a crucial role.

On this score, documents
already filed but given little

public airing have been reveal-
ing. On the financial front, fin-

example, Axa’s total funding
needs to amount to SSibn. Of
this, tiie French company has
indicated that some $&24bn
would come principally from
the sale of non-insurance
assets and securities held by a
variety of companies within
the broad Axa group, and
$2J25bn from a 10-year syndi-
cated bank loan. The latter
sing would be repaid with “the
proceeds of ordinary dividends
from Farmers”.
Axa has gone to some

lengths to stress that this
should not be seen as a lever-
aged offer, with post-acquisi-
tion gearing — In the context
of the group Overall and before
including operating borrow-
ings by the bank subsidiaries
- put at undo- 100 per cent
But it has also stated that

dividends taken from Farmers
non-life and life companies will
amount to 75 per cent of Farm-
ers net Income. This, Axa
points out, reduces to less than
50 per cent once the income of
the insurance exchanges which
Farmers manages — and
which dearly could not be
used to fund the debt - is

added to the US group’s own
income. Bat BAT has been
quick to note that its own divi-

dend rate Is only 35 per cent
Farmers concurs that the

ftnanrini structure of the offer,

coupled with the tax and divi-

dend implications artetog
. are

its main points of concern.
And, as BAT found to its cost
when trying to acquire Farm-
ers last year, the insurance
commissioners are entitled to

centre on “absence of benefit”

when reviewing an acquisition.

This, then, may well be a
malm: battleground.
Paradoxically, the London

market has preferred to focus
on the Goldsmith financing,
assuming that the collapse of
toe junk bond market in the
US poses very considerable
problems should Hoylake get

the chance to mount a new hid.

The consortium, at least pub-
licly, remains less than
depressed on this score. Its

“hypothetical bid” submission,
for example, talks cheerfully
about underwriting or placing
senior debt with banking insti-

tutions to introduce a large
cash element into the offer.

And the BAT restructuring,

coupled with the Axa arrange-
ments, are deariy relevant to

the sums. Not only would glbn
come in by way of Axa’s
investment, but $L5bn would
be raised immediately after-

wards from the Farmers sale. If

the retail and paper businesses
no longer form part of BAT,
the scale of funds sought by
Hoylake would diminish fur-

ther. BAT suggested yesterday
that the restructuring might he
completed by mld-1990.

In fact, an accountants’
model, drawn up as part of the
Hoylake submission, suggests
that if the full BAT restructur-
ing Had gone through «nd the
maximum number of shares
had been bought in, Hoylake's
gearing post-acquisition would
stand at 172 per cent
This could reduce to 33 per

cent as Hoylake sold the other
non-core businesses over the
next 12 months.

The final question must be
whether Hoylake goes on pur-

suing the game, a recurring
worry to the UK market The
idea of backing off seems to be
played down within the preda-
tor’s camp at the moment
So far, the profit shown on

the small BAT stake stands at
around £25m, but costs have
clearly been significant That
said, Axa has now contributed
£50m to the Hoylake pool, and
other supporters have also
chipped in with £16m. Some
consolidation of legal effort in
the US also seems to have
taken place.

In short, it could be anything
but a peaceful New Year for all

concerned.

Downturn at LIT prompts
sale of Its stake In Levitt

Tubular Exhibition

achieves £1.02m
By Peter Berlin

LIT HOLDINGS, the
transatlantic financial services
group, is to sell its 33 per cent
stake in Levitt Group, the per-
sonal financial services group
controlled by Mr Roger Levitt
The derision follows a recent

warning by LET that it expects
to report a deficit in the second
half of the current year
because of losses In Its US
futures *md options brokerage
and clearing operations.
Mr Christopher Castleman,

chief executive of LIT, said the
stake was being sold for strate-

gic as Well as finanrial reasons.
“Last year when LIT took a

25 per emit stake in Levitt we
tonight that the two compa-

nies could work together, make
money together.” a was now
dear that there was no bust
ness advantage in bolding the
Levitt stake and .that it was a
very large investment for LET
in a company, control of which
rested with single investor.
LTT placed a book value of

£17.8m on the stake and Mr
Castleman said: *? win be dis-
appointed if we do not realise a
premium.” LIT would co-oper-
ate with Mr Levitt to find a
suitable investor; he auM-

]

Levitt Group said only that
no decisions had yet been
taken on the sale of the stake.
Mr Levitt wifi give up his seat
on the board of LIT.

INCLUDING the results of
Black & Edglngton, the Tubu-
lar Exhibition Group turned in
pre-tax profits <rf £l.a2m for the
year to July 31 1989.

The group provides hospital-
ity chalets for exhibitions and
sporting events, temporary and
permanent seating and crowd
control barriers.

In the previous 16 month
period profits of £L03m were

Sir David Floyd Ewing,
chairman, said that the acqui-
sition of Black & Edglngton
emphasised the seasonal
nature of the outdoor hire busi-
ness.

That, coupled with the down-

turn in the economy and high
interest rates, had restricted
growth in the early part of the
current year, but there was
a substantial order book for
1990.

It was a £476,000 (£86,000)
interest charge that made
inroads into the 198889 profit
figure, after the operating sur-
plus and other income had
moved np from £l.l2m to
£l5m.

Turnover advanced to £8.72m
(£4m).
Earnings per- share worked

through to l^ip (i.81p) and
the dividend is lifted from
0.4p to d5p on increased capi-
tal.

Setback for Bulgm
AF Buigin - experienced a
reduction In turnover and
profit for the half-year to July
81* and foresaw no improve-
ment for the ament faslL

This maker of electronic and
electrical components suffered
subdued demand and a
squeeze on margins caused
mainly by higher raw material
costs. As a result sales slipped

to £6L42m (£6.62m), while pre-
tax profit dropped nearly 49
per cent to £227,000 (£442,000).
Earnings were OJSfip (l.02p).

Despite toe current lull, the
directors said prospects were
excellent
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Provisional details of textiles demerger outlined

Competition cuts into Courtaulds profit
Alice (Unmfhorn

COURTAULDS^ fee industrial
and chemhjafcr gronp which
recently announced its taten-
lion to detnerge its textile
interests, yesterday unveiled a
fall in pre-tax profits from
£96.lm to £85&n tot the first

half of the year.- -

The decline reflects intense
competition in Courtaulds'-
fibre arid toKtite marhets. The-
group -also fast a £14m contri-
bution from1

- its -Sooth ‘African
woodpulp bestoess, which was
sold last summer.
Bat Courtaulds received an

£llm contribution from a UK
pension fimdsu13dus.it should
continue to benefit from the
same level of contribution
every half year for the next 10
years. After the demerger, the
pension ’ surplus will be
“divided” between both Gbur-
taulds companies. ' .<

Sir Christopher Hogg; chair-
man, said, he drew confidence
from the ’‘robust” performance
of the group and the improved
quality of earnings. The
Interim ' dividend -has been
raised to 8Jp (2^pX The abates
rose by lp;to 344p yesterday.
Last - month, Ctrartaulds

armonncSd proposals to spin

company, The group's share-
holders win be offered shares
in Courtaulds Textiles, in addi-
tion to then- holdings in the
“new” Courtaulds, which will
include ' the chemical and

Expending
Wyndham up
to £1.45m
The expandint Wyndham
Group; which -las Interests
covering propery investment
and dealing, nutor retailing
and financial services, lifted

turnover from £12.75m to
£225m and pre&x'profit from
e«as.nnft to njem in the Waif

year ended September 30 1989.

Mr Brian B^rcwnhin, chair-
man, said the raiod had beat
active in an irvisions with
both future stategy and the
current economic climate
faihm into corsideratton.

The stratey of establishing

a strong assetbase, with recur-
ring incomi from property
rentals did instalment credit
would centime.
Kamingg 068 from 14.7SP to

20.05p, or b 3451p including
£840,000 exraordinary profit
The intertn dividend is 2p
(L5p) on increased capital.

industrial interests.
The demerge' is due to ha

presented for shareholders*
apiwoval in late February. Yes-
terday Mr Richard Lapthorne,
finance director, -outlined pro-
visional details. .

He envisaged a structure
whereby Courtaulds Textiles
would account tor 26 per cent
of operating and 20 per cent of
the group’s pre-tax profits.
Both companies would have

just underlS? peccant*
1***

Turnover rose to £i.36bn
r (£L27bn) in the six wwmBm to - -

September 30. Operating prof-
its fell to £85Jhn (£100.4m).
Earnings per share fell slightly ,

;;

The fibres division saw apex-
sting profits Of £14m C£13mj- A: ;

marglnal loss fn acryHc' fibre,
was offset by strong growth'
from viscose and acetate. Tex-
tiles profits rose to £23m

.

(£21m) because ofthe contribu-
tion from acquisitions.

' Similarly filmc «mH pack-
aging division made static prof-
its of £16m, as. growth, from
high performance films was
countered by a poor perfor-

.

manes from Cellophane and
delays in bringing a new poly-
propylene film line into pro-
duction.
Chemicals and wateriain

boosted profits to £ifon (£8m)

.

and benefited .from a two

London Victory
charter buoys
JLOFS profits
London & Overseas. Freighters
more than HnnhlpH jaiffla from
$335,000 to $742/XU (£472,600) in
the half-year to September 30,
aided by strong earnings
achieved by the London Vm>
tory, one of its two oil tankers.
The directors raid' that the

balance sheet continued to i

show a steady improvement.
Debt had- been reduced by
$L5m to JX7An.
The timecharter erf the Lon-

don Victory to Chevron for two
yean at $14,000 par day had
underpinned cash flow and
profits, during a period when
the market suffered volatile
voyage rates, directors «rfd.

The London Spirit, the com-
pany’s other vessel, is trading
on the spot market They hope
that a»pangi/iT| might aOOD M
possible, financed from inter-
nal sources. •

month contribution from Prod-
uct Research & Chemicals in
the US. Coatings increased
profit* to £24m (£22m) despite ^
pressure on margins from >

v"

higher raw material prices.

Djvidendalstpwn pence per share net except where otherwise stated.

-Equivatera tffsr allowing tor scrip Issue. tOn capital- Increased by
rights andfo acquisition issues. SUSM stock. SUnquoted stock. *Thtrd

market XCc ries scrip option. tP=or-16 months. {Second Interim mak-
ing 19.6p si ter.
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BUY

GOLD?

• COBHEWT
Courtaulds is a complicated
company and its results are
always difficult to unraveL
This set of interims - with the
woodpulp withdrawal and sur-

prise pension surplus — is dou-
bly sol The City had been brac-

ing itself tor a lacklustre set of
results. Yet these figures sug-

gest that the impact of rising

raw material prices - com-
bined with the continuing
ahtmp in fibres and —
made its performance rather
poorer than expected. Cour-
fcauldg ram gftP Vrfs atfacto anti

figures to prove how much bet-
tor it is coring in. inclement
conditions. Raw material
prices are now more favoura-
ble, as are exchange rates, so it

should fare rather better in the
second half The City expects
profits of £190m tor the year.
But Courtaulds, in its current
form, will have disappeared by
the end of the year. Until the
demerger derails are sjgupd,

sealed and delivered. It is
pointless to pontificate on how
the profits will be split
between the two companies, or
on the progress <rf their respec-
tive share prices.

A MAJOR PROFITS IMPR0
InterimResults

forthe half-yearended 30thSeptember1989

6monthsto 6monthsto
30th September 30thSeptemb

1889 1888

$’000 $*000

Gross freightsearned 8,685 6,876

AablnyAabwood
Sir Christopher Hogg: drew confidence from 'robust*
pM-frwtmmiw mttA improvement *" quality of earnings

Depreciation (872) (872)

Tradingprofit 1,666 1,208

Netinvestpayableand
r.irr*-nryadjustments (924) (873)

Profitoikwhichsotax ispayable 742 335

Interimdividend —
Retained profit 742____^ 335

Earnings pershare in cents 5JMc 2.68c

Earningspershareinpence 3-68p l-52p

$ 120% inwwnse in profitsover the comparable period last year.

*Thebuoyant second-hand markethas led to further increases in the market

-value ofourvessels.

9The timecharter of the LONDON VICTORY for two years at a rate of

$14,000 per day has achieved our aim of underpinning our cash Sow and

profitability.

£The improvementinearnings, in the vessels’valuesand inthebalance sheet

may soon allow ns to consider the expansion ofthe company financed from

internal sources.

SWe will enter1990 with ourcompany strongerand with more potential than

. even our best expectations suggested last May.

TheInterimReport willbeposted to shareholders on 23rdNovember,

1989andfurthercopies will be availablefromthe Company,
WinchmareHouse,16FetterLane, LondonEC4A 1ELL

London& Overseas FreightersPLC

Charterhouse Bank underwrote Queens Moat's

£14] million rights issue, one of the iargest and most successful in

the UK market this year.

irSrrm
i’i i-jtf-
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/
Charterhouse Bank

advised on the flotation of this fast growing group

of local radio stations.

THE

NAME

BEHIND

THE

NEWS.
We underwrote a £75 million rights issue and advised on

the acquisition of both Lander Alarms Ltd. and a 75% interest ir Group 4 Alarms Ltd.

In addition we advised on the SI 05 million US acquisition of API Alarm Systems.

W*m

We advised the management team on its offer,

arranged the senior debt financing and. with Charterhouse

Development Capnal. led the institutional investors in the management

buy-out of the publicly quoted engineering company.

i§g

Cbartertwese, vrith a conastent

record of success&d transaefioos for

companies of ail sizes.

Combining our skills in cocporafe

finaKO, debt stractnring and risk

management, the deals we’ve ledlm
made foe news.

Because in the world of merciiant

,
1 1

1

. 'JTi f l : : 1 4 kf: I
, r- i i II

I

;
' 1

1

bappeivwewilfindiL

Ffor more iofonnation, contact

Sandy Mu&bead on 01-248 4811.

Charterhouse Sark advised Caparo ir* its successful hid for Armstrong.

Wc ad.ised the management team ant

successfully completed the buy out of publicly quoted

Prestwich Holdings pic.

* ’



FINANCIAL TIMES THURSDAY NOVEMBER 23 1989

OK COMPANY NEWS

iiasSi Gas sees

By Sasven Butler

BRITISH GAS has valued its

exploration and production

assets at more than £4bn, and
said it holds 2ibn barrels of oil

and gas expressed in oil equiv-

alent terms after deducting
minority interests.

In outlining the company's
future strategy, Mr Robert
Evans, chairman, indicated

clearly that British Gas expec-

ted future earnings growth to

rely heavily on the oil and gas

exploration side of the busi-

ness.
He said the core gas distribu-

tion in the UK was relatively

mature and future growth

OtyTEsaoiB as

m©7M)g t© m
3y Vanessa Moulder

TWO OF the largest companies
on the USM are planning to

more up to the main market,
following the Stock Exchange’s
proposals to merge it with the

Third Market and relax some
acquisition rules on the main
market.

Cityvision, the video hire

chain, expects its dealings on
the main market to start on
November SO. Blenheim Exhi-

bitions Group, the exhibition

organiser, also plans to make
the transition shortly.

Mr Terry Norris, managing
director of Cityvision, said the
company’s goal of moving up
to the main market had been
eased by the Stock Exchange's
pronosals. These will remove

opportunities were constrained

by the regulatory environment
British Gas expected its

annual production to increase

from the present 25m barrels of

oil equivalent to about 100m by
the mid-1990s, and to between

150m and 200m by the end of

the century.

Mr Evans said that while the

UK continental shelf, which
contained 90 per cent of the
company's reserves, continued

to offer potential, it would be
looking overseas to reinforce

its ability to supply customers.
It was investigating opportuni-

ties to participate in explore-

exploration Andaman Swiss sights on Hestair for growth
rg growth

seeks £0.9rn ^ weak share price opens the door to Adia, reports John Ridding
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' The merger between Adla and Inspectorate will

... exnlorabmi W SSSf—’iBg. W, JP! '

•S.TffSi'wStion and production in the
Soviet Union.
He also said that British Gas

aimed to build US reserves of

at least SQObn cu ft and achieve

production of at least 50 bcf a
year by means of organic
growth, joint ventures and
acquisitions.

The company planned to
raise the proportion of oil in its

reserves from the current 20
per cent by a strategy of
searching for reservoirs con-

taining 50m barrels or more in
West Africa, the Middle East,
south east Asia and the North
Sea.

malaa srsarkef advances

t© £I.95ns
the requirement for companies
on the main market to issue
holders with a full circular for
acquisitions of a certain size.

He added that the move was
prompted by a reduction in the
minimum trading record
requirements for the USM from
three to two years.
“We believe that the better

'

companies on the USM will all

tend to move up to the mam
market because the USM will

effectively have merged with
the Third Market and will
include start-ups and compa-

|

nies with a two-year record",

he said. In addition, be
believed that marketability
would be increased by a full

listing.

Slhaul sm&snsges 13% rise

m c©Mp£tlriYe c©miatt©ns
SHAN! GROUP, the
tJSM-quoted designer and sup-
plier of ladies’ and children's
fashion separates, reported
pre-tax profits up 13 per cent
from £2.22m to £L51m on turn-
over down from £14.06m to
£13-97m in the year to July 32.

Mr Martin Hollis, chairman,
said that the advance had been
achieved in the light of adverse
trading conditions in the retail

sector and aggressive market-
ing from competitors.
During the year the group

Completed its first two acquisi-

tions: Peggy Page, a dress man-
ufacturer and Karonsky Kids, a
childrens clothing company.
Both had now been fully inte-

grated within the group and
would enhance the product
range, he said.

The year had also seen the
formation of its first sales sub-
sidiary abroad - First Choice
Fashions, based in Dusseldorf,
West Germany.
Earnings per lOp share rose

to lL3p (10.4p) and the final

dividend is 2.4p to make the
total 4p (Lfilp).

RADIO CLYDE, the
USM-quoted independent radio
station based in Glasgow,
announced a 29 per cent
improvement in pre-tax profits

for the year ended September
30, 1989.

On turnover ahead 23 per
cent to £7.76m (£&29mj the tax-

able result was £1.95m com-
pared with £L52m. The figures

included the group’s share of

the results of North of Scotland
Radio since acquisition last

December, which accounted for

the increase in turnover. Also
included was a share of profits

of related companies, Scottish
& Irish Radio Sales and Clyde
Helicopters.
Directors said that since the

year-end advertising revenue
bad shown encouraging
growth. They believed that the
company's financial and man-
agement strength would enable
it to prosper in the less
regulated, competitive
environment which would
develop following the Broad-
casting Bill which was about to
be published.
A final dividend of 4.75p Is

recommended making a 7.5p

(5.75p) total for the year- Earn-
ings per share amounted to

20.4p (16.Sp) after tax of
£672.000 (£540,000) and minori-
ties of £10,000.

There was an extraordinary
£84.000 credit relating to profit

realised on disposal of an
unlisted investment by Radio
Clyde.

exploration
By Jane Fuller

j

ANDAMAN RESOURCES, the

gold exploration company
traded on the Third Market, is

aiming to raise £968,600 via a
tvro-ToX’three rights issue at

50p oer share.

Most of the money raised

will be used for gold explora-

tion in County Mayo, in the
Irish Republic, where there

have been some environmental
protests at the prospect of

!

mining in an area of natural i

beauty, I

About two thirds of the

,

2.06m shares being issued are
1

certain to be taken up, either

:

by T-aing & Cruickshank the
underwriters, or by sharehold-

ers.

Among the shareholders is
|

Glencar Explorations, Anda-
man’s joint venture partner
in the County Mayo project

It owns 24 per cent of
Andaman's equity and has
guaranteed to take up its

entitlement to the issne in
fuIL
Mr Bob Young, Andaman's

managing director, said Glen-
car had also guaranteed to
match the . extra amount
that it will put into the proj-

ect “The budget is to spend
about £l.2m over the next two
years.”
The next stage in the assess-

ment is to drill a further 8,000
metres to try to establish ton-
nages.
A geological report by

Jay Mineral Services has
said that the Cregganbann
prospect in County Mayo “has
substantial potential to
develop into a major gold dis-

covery."
On the environmental pro-

tests, Mr Young said the com-
pany would make sure that
the site was out of sight of the
main tourist areas and it

would comply with all EC
rules on environmental
impact

It would, in any case, be at
least 18 months before a min-
ing licence or planning per-
mission were applied for. At
present the partners just have
an exploration licence.

Andaman will also spend
money from the Issue on, Its

exploration programme in
Spain, Portugal and Scotland.
Its share price slipped 5p yes-

terday to Sip.

Half year 1989 results

Profits again grew strongly

All tasinesses performed well

0m
80
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1387 1988

Hall yearemte 20Saptember

Profii aftertax

1387 1988 19

Earnings per share

1987 1988 IS

Dividends par share

CSR Limited, a leading Australian public company with over 100,000 shareholders, is a

large international building and construction materials group supplying cement,

quarrying and concrete products, asphalt, bricks and roof tiles, plasterboard, insulation

products, softwood timber, particleboard and laminates. CSR is also Australia’s largest

manufacturer of raw and refined sugar, and has very competitive investments in bauxite,

alumina and aluminium.

CSR is continuing to develop its extensive building and construction materials businesses

in Australia, North America, and Europe.

JyyV Further details on CSR’s results and growth prospects will be in the half-yearly results summary to^ ^ be released on 22 December, 1989. For a copy please complete and return this coupon to:

Manager Investor Relations, CSR Limited, GPQ Box 483, Sydney, Australia 2001.

Name — ....

Address

.Postcode.

W ITH TYPICAL Swiss
reserve, Adia, the
world’s second larg-

est employment agency,
described. Monday’s £l67m
offer for Hestair, a UK counter-

part, as a “unilateral friendly

bid."

But the swift and strong
response from its target means
that Adia has its first hostile

bid on its hands as it tries to

expand further its share of the

UK temporary and permanent
staffing market.
Adia already owns Alfred

Marks, the high street employ-
ment agency- The addition of
Hestair's Atlas Employment
Agency, HMS and Hestair
Computer Group operations
would take its slice of the UK
market to about 13 per cent,
the same as Blue Anew, the
largest global international
employment agency.
Mr Peter Muller, head of

Adia’s personnel services
world-wide, says it has had its

eye on Hestair fbr a number of
years and that several
approaches have been rebuffed.
It appears to have struck now
because of weakness in Hes-
tair's share price and less
buoyant market conditions.
Over the past year Hestair

has suffered from what it

described as “a distinct soften-

ing” in personnel agency mar-
kets in the north eastern US.
Atlas, which operates mainly
in London, has also suffered a
downturn and there is a ques-
tion mark over the group’s
consumer products activities

due to the slowing UK econ-
omy.
Mr David Hargreaves. Hes-

tair’s chairman, counters that
all of the players in that US
region have suffered and that
Atlas represents only about 6
per cent of the group's trading
profits. “Elsewhere,” he says,

“results to the end of October
are excellent” None the less,

analysts have downgraded
forecasts for the year to the
end of January 1990 from about
£2SJjm to £23m. compared with
£20.7m last time, and expect
earnings per share to fall from
28.2p to about 27p.
Much of Adia’s attack

focuses on this downturn and
what it regards as the deterior-

ating market prospects feeing

The following changes in
company share stakes have
been announced recently:

Ambrose Investment Trust:
Orion Insurance has acquired
200.000 income shares, lifting

its holding to 645,000 (836 per
cent).

Aspen Communications: Mr
HPJ Meakin has bought 5.000

ordinary at £3.75 apiece and
13.000 at £335, for a total bene-
ficial interest of 2.14m (173 per
cent).

Brown ft Jackson: Barclays
Nominees (Angel Court) has
disposed of 2.9m ordinary,
reducing the holding to below
5 per cent
Cosalt- LAS Investment Man-
agement has reduced its hold-

ing to 515300 ordinary (4.67 per'
cent).

Dickie (James): Specialist
Holdings has acquired 7,000
ordinary, lifting its bolding to
371.000 (20 per cent). The
shares are registered in the
names of Ferlim Nominees and
Polarscope.
English National Investment
Company: Fidelity Maximum
Income Equity Trust has
recently disposed of its entire
holding of 168,187 preference
(9.61 per cent).

Ferranti International Signal:
Delaporte Establishment has
increased its holding to 10m
ordinary (L32 per cent) with
the acquisition of 1.5m at 49p
per share.
Flagstone Holdings: Mr Nicho-
las Tucker, a director, has
transferred to Secundus Nomi-
nees (Jersey) - of which Mr
Tucker is the sale beneficiary
- his entice holding of 7.91m
ordinary (5.77 per cent).

Goodman Group: Schroder
Investment Management has
acquired a further 400,000
shares, lifting its holding to
335m (9.2 per cent).

Macallan-Glenlivet: Holding of
Edinburgh Investment Trust is

now 3m (622 per cent) - shares
are registered in name of Lon-

don Uberior Dunedin Nomi-
nees. On November 6, Pavis SA
acquired 884,500 ordinary <L8
per cent) making 6.574m (13.6

per cent) - shares are regis-

tered in name of Remy Amer-
que.
Morgan Grenfell: On Novem-
ber 13, a Hanson subsidiary
disposed of 250,000 ordinary at

472p each, reducing Hanson’s
total holding to 3fim (236 per

cent).

Platon International: Thomp-
son Chve Investments has dis-

posed of 3142241 ordinary and
now holds 134,676 (2.02 per
cent). Midland Bank Trust Cor-

poration has acquired 346,790

ordinary (5.21 per cent) on
behalf of Thompson Clive Ven-
tures.

Polly Peck International: Res-

tro Investments, a private com-
pany beneficially owned by Mr
Asil Nadir, has raised holding
to 9L28m ordinary. Including
his personal holding, Mr Nadir
is now interested in S5.43m
ordinary (253 per cent).

These totals include 28.13m
additional shares in which he
became interested in pursuant
to the recent rights issue.
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David Hargreaves: played
down effect of Atlas downturn

Hestair. But other companies
in the sector have suffered
worse. Reed Executive saw
profits fen by 14 per cent last
year and the sector as a whole
has underperformed in terms
of share price.

Given the more difficult mar-
ket environment the question
arises of why Adia should now
be seeking to expand through
the acquisition of Hestair.
Part of Adia’s answer, as

expressed by Mr Muller, is that
whereas “Hestair lacks the
strategic direction necessary to
reverse these trends” it would
benefit from being part of a
larger international group.
Adia also argues that only cer-

tain sections of the market
seem to be experiencing diffi-

culties. This is supported by
the experience of Reed, which
is concentrated in the south-
east anti ha«t suffered from the
growing skills shortage.
More important in Adia’s

thinking, however, seems the
prospect of increasing its share
of a market which has
long-term growth potentiaL
Recent years have seen -a

trend towards the use of tem-
porary. staff and of agencies to
screen permanent staff for cor-
porate clients. In the US, for
example, Adia’s own figures
show that between 1970 and
1988 the number of temporary

Precious Metals Trust: Phillips

and Drew Fund Management
has discretion to exercise vot-

ing rights in respect of 821,000
(6.842 per cent).
Radamec Group: Commercial
Union Assurance.ordinary hol-
dings now less than 5 per cent
Bathbone Brothers: OD Stan-
ley, director, has acquired
10.000 ordinary (0.14 per cent)
at 178.5p malting total benefi-

cial holding 1.03m (14.68 per
cent). Smaller Companies
International Trust are now
interested in 360,000 ordinary
(5.13 per cent) - these shares
are or wifi shortly be regis-
tered in name of NC Lombard
Street Nominees X16 account
Kegalian Properties: On
November 15, Legal and Gen-
eral investment trusts held
lL62m ordinary (13.11 per cent)
following transfer from author-
ised unit frusta. Shares are reg-
istered in names of Legal, and
General Assurance Society
9.58m ordinary Midland
Bank Trust Co. 2.04m ordinary.
Saltire Insurance: British
Empire Securities and General
Truk acquired835,000 ordinary
taking holding to 2.335m (ISA
percent).
Sketchley: Mercury Asset Man-
agement has disposed of
140.000 ordinary making hold-
ing 687m (18.99 per cent).
Slingsby (HC): Discretionary
clients of PK English Trust Co
nowhold 212,600 ordinary (2L26
per cent).

Smiths Industries: Morgan
Grenfell has Interests in 2189m
ordinary (7-385 per cent). .

Spectrum Group: Heatherset
has disposed of 110,000 ordi-
nary (08 per cent) making
holding jLTm (98 per cent).
Stormgard: CIN industrial
Investments has acquired
158m ordinary (5 per cent).
Stylo: On November 6, MA Ziff,

director, acquired 403 limited
voting ordinary (0.002 per cent)
at 305p making holding 1.13m
(5803 per cent): shares are reg- -

istered in names of MA Eff 100

The merger between Adia and Inspectorate will give the

combined gwmp “more ammunition to continue an aggres-

sive policy of expansion” according to Mr Yves Patemot,

Inspectorate’s managing director.

Speaking at a conference on international investment in

London yesterday, Mr Patemot said that the merger, which

should be completed at an extraordinary general meeting or

Inspectorate shareholders on November 28, would create one

of the world's largest service industry groups.

The merger Is expected to more than doable Adia’s sfrre-

Whereas in the year to the end of December 1988 Adia

reported pre-tax profits of SFrl61m (£$3m) on sales of

SFr2.51bzu the enlarged group is expected to achieve 1989

sales of SFr3-8bn in the services sector and SFrT.gbn from
computer leasing.

The enlarged group wiH focus os service industries and in

particular on personnel services, which are expected to

account for about 83 per emit of 1989 sales. The other
principal business areas are inspection and testing and secu-

rity services.

Adia. which is currently cumber two In the world employ-
ment agency industry, behind Blue Arrow, and ifread of

Kelly of tiie US, argues that the fragmented nature of the

market provides scope for expansion.

workers as a proportion of
total employment increased
from 08 per cent to 1 per cent
International comparisons

also suggest growth potential

in the major markets. Whereas
temporary workers account for

2 per cent of the Netherlands'
total active population, in the
UK the figure is only 0.7 per
cent
On industry prospects at

least Hestair is in agreement
"There are obviously two
forces at work; but the trend
towards the use of temporary
staff permits growth even in a
slowing economy,” says Mr
Hargreaves.
While Adia has said that it

will retain Hestair’s employ-
ment agency subsidiaries as
separate entities, potential ben-
efits could still arise from a
merger. "There are a number
of ways in which synergy can
arise,” argues Mr Angus Blair

- at Kitcat and Aitken.
"Overheads can be cut

through joint training and
shared use of facilities such as
computers.” Hestair has itself

aimed for similar cost savings
through the integration of its

US operations into Talent Tree.
Such reorganisation is small

beer compared to the shifting

corporate structure of Hestair
as a whole. As recently as last

year it counted Dennis fire

limited voting ordinary wife —
108 limited voting ordinary
children ~ 200 limited voting
ordinary. On November 18, Mr
ZiOacquired 100 voting ordi-
nary <0.001 per cent) at 290p
making holding 1.13m (5893
per cent).Taylor Woodrow:
Morgan Grenfell has 20.62m
ordinary (689 per cent). These
holdings are held on behalf of
clients of Morgan Grenfell
group whose portfolios are
managed on a discretionary
basis By companies within the
Morgan Grenfell group acting
as fund managers.
TLS'Range: Friends Provident
Life Office now interested in
2.07m (1283 per cent). Interests
are held by fallowing managed
funds:— the Growth Fund
L75m (1083 per cent). Friends
Provident Managed Pensions
Funds — Stewardship Fund

200,000

<1,18 per cent) and
Friends Provident Unit Trust
Managers — Stewardship
Income Trust 120800 (0.71 per
cent).

ToothiU (BW) Beaverco pur-
chased 2800 ordinary taking
its holding to 102800 shares
(14.6 per cent).
Tor Investment Trust: On
October 20, British Empire

engines. Duple roaches,
Maclaren pushchairs and baby
buggies, ifiddicrafl to>s and a
range of consumer stationery

among it: products. Dennis
and Dnpki are now gone, fol-

lowing tfci £31m sale of the
engineering division, and Kid-

dicraft is cm the auction block.

These changes reflect Hes-
tair's strategy of moving away
from its miri-congioTnerete sta-

tus to focu| on employment
services. Th« process is well
advanced. lathe haif year to

July 31 the jfcrsonnel services

division contributed more than
80 per cent ofprofits.

For Adia, aa even more dra-

matic reorgankatioc is under-
way. It is in Ithe process of
merging witl Inspectorate
International, b fellow Swi3s
company whicl is involved in

inspection anl employment
services and krhich is con-
trolled by air Veraer Rey. the
Swiss industriaisti

The sale of inspectorate’s
majority stake in Harpecer,
the West Goman property
company, and uher planned
disposals, meanithat Adia has
more than ampl\ funds for its

current bid. Bui barring the
arrival of a whin knight or a
rival bidder, m\st analysts
believe tbat Adia nay cot have
to dig too much ctoper into its

war chest. \

Securities and Gencal Trust
acquired 2,500 capifcl shares
(0.1 per cent) makpg total
686.500 (2787 per lent) -
shares are registered In name
of Lloyds Bank (Bunches)
Nominees. On November 2 ,

Sun Life Assurance Society
acquired 125,000 capital^'nares
(4.99 per cent) raakini total
holding 491,121 capital shares
(19.58 per cent).
Triplevest: Orion Instance
has acquired 200.000 income
shares, raising its total hiding
to 5.63m (23.5 per cent).
Unilock: David Coliics, a lirec-

tor. has purchased 20.CO0 ordi-
nary at 62p per share.
Vickers: 1EP Securines, a whol-
ly-owned subsidiary of Indus-
trial Equity (Pacific, jj benefi-
cial owner of 40.83n ordinary
and 550,000 cumula.lve prefer-
ence shares giving i 15.53 per
cent of the voting rights.
Vivat Holdings: Mchael A
Cooper, a director, has dis-
posed of 125,000 ordinary
reducing his holding to 3.49m
shares (8.44 per cent).
Williamson Tea: CDfC Trust
has acquired a flutter 7,500
ordinary, raising its Utal hold-
ing to 414,075 shares(l8.09 per

PUBLIC WORKS LOAM BOARD
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NOTICETO BONDHOLDERS OF
THESANWA BANK, LIMITED

u.s.$100 ,000,000
2% PER CENT.

CONVERTIBLE BONDS DUE 2000
(the “Bonds")

Puisuantto Clause 7, sub-cfcwse (E) of the Trust

Deed tetefing to the Bonds, noSca is hereby given as
toBows:

1 . The Sanwa Bank, Limited (the "BariO Issued

00 ,000,000 new shares on 16th November, 1989
through a pubfc offering in Japan.

2, As a result, the Conversion Price of the Bends ha3
been adjusted tram ¥1,305.4 per share to

¥1,302.7 per share with effect from 16th

November, 1989, to tals account of such public

offering of Shares to accordance with Condition

5(CHv)onhe Bonds.

THESANWA BANK, LIMITED

CLUBS

NOTICETO BONDHOLDERS OF
THESANWA BANK, LIMITED

U.S.$300,000,000
I

1% PER CENT. I

CONVERTIBLEBONDS DUE 2CKT !

(the “Bonds”)
\

Pursuant to Gauss 7. sub-clause o' (hr
to tha Ben* no#C3 * JJfj

2. Asa reaA. the Conversion Price of iHp L :

been adjusted from u2.757 a r*.',
^

¥2,762.1 per share witti 10

November. 1&89, to take accoun- Di ? ?
ofterinQ ot Shares in eccSdSS w-t'n

****
6(CXv) of the Bond®.

w^ Ccn^i.oj,

TUBSANWA BANK, LIMITED •
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Are You As Well Equipped To Handle Interest Rate
An d Currency Fluctuations AsYou’d Like To Be?

In a,wpatUifaiB m interestrates aiiilcuiiencies bet upheavals. For ttcee years, Euromoney has ranked.

nan yrwir Wfnun line and vonr ability to compete, our innovative swaps group first in strategy andeoanom-

Iiaving a failpwdrigk rpqnagqment strategy is crucial. ics, andin the top three in overall riskmanagement

At Security Pacific Merchant Bank, ourjob is IjSSJSBH Every company is vulnerable. But thanks to

to kelp our clients achieve superior performance in

todays voktilemarkets and emerge intactfrom mar-

Secuiity Pacific some are considerably less so than

others. Call (01) 374-1462 to find out wky.

it takes
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Opec Ministers under no pressure to compromise
Steve® Boiler sees little prospect of quota discipline being achieved at this week’s meeting in Vienna

THE ORGANISATION of

Petroleum Exporting Countries

meets in Vienna today for its

biannual exercise of bashing

square pegs Into round holes.

Sometimes they go in and

sometimes they don't.

This is a rough analogy for

Opec’s ministerial conferences

in which ministers try to

accommodate the divergent

interests of all 13 Opec mem-
bers in a single production

agreement, and make it work.

"The current Opec agreement,

with a notional production ceil-

ing of 20.5m barrels a day. is in

tatters. Production is running
close to 23.5m bid, and it seems
that just about every member
except Saudi Arabia is making
a stab at producing near full

capacity. Oil markets, mean-
while, seem to have become
accustomed to Opec indisci-

pline and the price has held

steady ai nearly $19 a barreL

Opec’s 8-member ministerial

monitoring committee meets
today and the formal session

starts on Saturday - all well

timed to coincide with the US
Thanksgiving holiday, when
futures trading stops on the

New York Mercantile
Exchange and trading else-

where is sluggish.

Most analysts are expecting

that the oegs again will not go
in, at least if the standard is to

be an agreement that makes a
head-on assault on Opec’s big-

gest problem: how to allocate

production quotas among its

members sensibly.

The reason is not just that

Opec members do not agree
with each other. That is the
normal state of affairs. And the
fact that Saudi Arabia and
Libya, not to mention Kuwait
and the United Arab Emirates,
have not been big on compro-
mises lately, also does not sig-

nify much. Opec members typi-

cally throw down tough bar-
gaining positions prior to meet-
ings in order to strengthen
their hand.
Nevertheless possibilities for

compromises look slim this
time. Mr Hisbam Nazer. for
example, has given clear sig-
nals that Saudi Arabia will not
allow its share of Opec’s offi-

cial production celling to fall

from its current 24.5 per cent.
Yet the biggest threat the

Saudis seem willing to make,
at least implicitly, to prod oth-
ers to give way is that Saudi
Arabia will produce its 24.5 per
cent share of Opec's total out-
put, lifting production to take
account of other Opec mem-
bers cheating on their quotas.
This means the Saudis may

have to produce few hundred
thousand barrels a day more to
keep up with the Joneses, hot
is quite different from the situ-

ation a year ago when Mr
Nazer ordered the taps opened
full to put pressure on other
Opec members - especially
Iran.

A year ago the dollar price
for a barrel of Brent oil was in
the low teens and there were
riots in Algeria and Venezuela.
Pressure to reach a credible
agreement to shore np prices

was enormous and this was
largely accomplished as Opec
quickly took crude oil off the

market in the New Year, after

being aided by an unexpected

rise in demand.
Today Algeria and Vene-

zuela are not exactly rolling in

cash, but oil prices have stabi-

lised at a reasonable level and
the Opec countries are not fee-

ing an immediate cash or polit-

ical crisis. So the pressure to

find an immediate solution to

the perennial problem of quo*

to-cheating has eased.

They will undoubtedly
review the progress of an Irani-

an-inspired proposal to give

Kuwait and the UAE dispro-

portionate quota increases, to

be accommodated by sacrifices

by Indonesia, Nigeria, Vene-
zuela, and Algeria. Saudi
Arabia does not object to this,

although other Opec members
are demanding that the Saudis
make at least a token cut in

their quota share to ease the
political pain for others.

Libya is sticking to its guns
and demanding a quota
increase in line with Kuwait
and the UAE. The UAE wants
a higher quota than the rest

are willing to give, may not

stick to it any, and Kuwait is

unlikely to let the UAE over-

produce without matching it.

No Opec member will want to

sacrifice its quota share for a
patently empty promise of
higher prices. This may leave

Opec with no choice but sign

another leaky agreement, lift-

ing the ceiling by a small

amount and not addressing the
quota allocation issue.

The markets do not appear
worried, however, even though
most analysts reckon Opec will

have to cut output by nearly

2m b/d by the New Year to

bring supply in line with
demand. The idea has got

around that demand is strong,

that Soviet supplies are in jeop-

ardy, that Opec always man-
ages somehow to cut produc-
tion in the first quarter of the
year, and that any price fell

would be quickly recticified,

presumably as production was
cut by countries like Saudi
Arabia that would be hurt by a
substantial fell in prices.

Virtually every trader who
has gone seriously short on oil

in the past year had lost

money. The markets wifi soon
learn whether this record has
unnerved the bears and cre-

ated an unwarranted and unre-
alistic sense of optimism.

US plan rings alarm bells on the farm belt
Farmers prefer secure incomes to a “level playing field’, reports Nancy Dunne

A NOTHER HARVEST
has come and gone in

i ji. rural America. Farm-
ers, who survived deep reces-

sion and drought during the

decade, have time now to study
the US proposal to liberalise

agriculture trade, presented to

the General Agreement on
Tariffs and Trade, and many
have concluded that wrenching
change will be the outcome.

Ln Washington, the Bush
Administration presents the
plan as the saviour of US agri-

culture. It would convert the
protection many farmers have
come to depend upon into tar-

iffs, and gradually those tariffs

would be whittled down. It

would eliminate export sub-
sides over five years, phase out
“trade-distorting” domestic
farm programmes and standar-
dise food regulation into inter-

national rules.

“The global reduction in
trade-distorting policies would
allow US farmers to exercise

their entrepreneurial skills and
make production decisions
based on market forces rather
than government pro-
grammes," says Mr Clayton
Yeutter, the US Agriculture
Secretary. “It would allow US
agriculture to export its com-
parative advantage and
increase exports."
But out in the countryside

there are thousands of fanners
who believe “comparative
advantage” is simply a text-

book theory and the “level

playing field" their national
leaders promise is no more
than a myth. They see the
administration’s scheme as the
brainchild of the multinational

grain corporations - some call

it the Cargill Proposal - which
they say benefit from increased
trade no matter what the price.

In Kentucky, where there
are more than 92.000 mostly
small ferms, the Community
Farm Alliance, sees potential

ruination for the state's agri-

culture sector, the employer of

8 per cent of Kentucky's work-
force. Mrs Dorothy Robertson,
one of the Alliance's members,
says a flood of imports and
lower prices would drive the
dairy, tobacco and livestock
producers out of business.

“There is just no way we can
compete with Latin American
corporations which tear up the
Amazon rain forest for a few
years of cattle production and
flood our market with beef,"

she said. “Protectionism is not
the answer, but neither is

indiscriminate dismantling of
programmes that have been
developed over the past 50
years."

Mr Anthony Pollina, director

of Rural Vermont, a farm advo-
cacy organisation, said the US
plan could “wipe out the dairy
industry in the Northeast.”
Some producers are already
living on "borrowed time," he
said. Although prices are com-
paratively high, they are but
still, in real terms, below the

levels of 1979.

US farmers are, by and large,

political activists. Over the
years, they have maintained
their price supports, even as
their numbers have waned.
Increasingly, they have turned
to their state government for
action on issues ranging from
credit to trade to mediation
programmes and food safety

EFFECT OF US PLAN
Changes in value of
farm production

(S Miaous)
US EC

Heat ft eggs +8.32 -17.94
Dairy produces —3.71 -1-26
Food crops —ZSa —1.19
Food crops -2.12 -2.07
Afl produce -SJ8 -25^1

issues.

Minnesota has become the
centre of opposition to the US
Gatt proposal There, the nega-
tive consequences for the
state's agriculture sector aris-

ing from the US-Canada Free
Trade Agreement was ignored,

until too late to halt its pas-

sage.

An announcement by the
Minnesota Senator, Rudy Bos-
chwitz, that the 1990 Farm Bill

would be “written in Geneva"
caused considerable consterna-
tion in a stale where the Gatt
is thought a mysterious, secre-

tive organisation, which even

shuts many of its third world
members out of the decision-
making.
What chance had small farm-

ers to influence the outcome of
their farm programmes? Into
the equation came Mr Mark
Ritchie, a farm policy analyst
in the Minnesota Department
of Agriculture, who considers
the survival of US fanners a
“personal commitment,” Tak-
ing a 6-month unpaid leave of
absence, he moved with his
family to Geneva to study the
Gatt in all its arcane wonder.

He, like farmers in several
states, began to form vital
national and international alli-

ances and data gathering net-

works with farm groups in
Japan. Europe and the develop-
ing countries. The coalition
has since expanded to include
US environmentalists, labour
unions and church groups.
Through a busy tax machine

in his St Paul office, Mr Ritchie
keeps farm groups more
abreast of Gatt developments
than are many members of
Congress.
When the Gatt negotiating

teams met in Montreal for the
“mid-term” review, thousands
of farmers from more than 30
countries showed up to lobby
against an end to their farm
programmes.
“European organisations

have reached out to us in
hopes of building solidarity.”

said Mr Pollina, one of three
Americans to speak at a rally

there. “Our Government tries

to blame European farmers
and governments. We try to
have Americans understand
that family fanners have com-
mon interests and common
enemies - the multinational
organisations.”
The word from the hinter-

land has begun to reach Wash-
ington where last week Sena-
tor Tom Daschle of North
Dakota warned that farmers
were “sceptical" about the plan
and had “sense that our trade
negotiators are too preoccupied
with theory and not suffi-

ciently advocating an Ameri-
can interest point of view."
Nor were the Washington

farm lobbyists united behind
the plan. Mr Eller Ravnholt,
idee president of the Hawaiian
Sugar Planters' Association,
presented a USDA study show-
ing that farm trade liberalisa-

tion would bring a 69 per cent

fell in American sugar prices.

Rice prices would drop 59 per
cent; coarse grains. 33 per cent;

and wheat, 44 per cent.

Mr Reggie Wyckoff. presi-

dent of the National Associa-
tion of Wheat Growers, praised

the administration proposal as
“bold" held back from outright
endorsement "It is impossible
for farmers to know or to Judge
how these theoretical changes
will affect them," he said.

“Much of what the US has pro-
posed will prove politically dif-

ficult to put into action - both
here in the US and abroad.”

French cocoa
association may
expel Phibro
By George Graham in

Paris

FRANCE’S COCOA Trading
Association is considering the
expulsion of Philipp Brothers
(Phibro), one of the world’s
largest commodity traders, in a
dispute over the non-delivery

of cocoa it had agreed to sell to

other traders.

The Association Francaise
du Commerce des Cacaos
(AFCC), which groups cocoa
traders, consumers and produc-

ers. is understood to have
given Phibro a December 4
deadline to pay compensation
to several buyers after failing

to deliver cm several contracts
last year.
Phibro has responded that it

was unable to deliver because
it could not obtain the cocoa
from the Ivory Coast’s cocoa
marketing board.
An arbitration panel how-

ever. has made awards to a
number of traders, as well as
to the International Cocoa
Organisation.
AFCC contracts are the

norm for trading In cocoa from
the Ivory Coast, the world's
biggest producer, as well as
from Cameroun. Expulsion
would not prevent Phibro from
trading AFCC contracts, but it

would not be ahle to write its

own AFCC-approved contracts.

The total quantity of cocoa
involved in the dispute is

unclear, but the contracts
appear to have covered at least

10,000 tonnes.

WORLD COMMODITIES PRICES

Norway’s Statoil

uprates Gullfaks

field by 9.5 per cent
By Karen Fossil in Oslo

STATOIL, THE Norwegian
state oil company, has uprated

by 9.5 per cent to 230m cubic
metres the potential for recov-

ery of crude oil reserves bx the
giant NKr57bn <£5-3bn) Gull-
faks field from existing produc-
tion facilities.

In addition, the company
said there was potential for

recovery of a further 30m cu m
of oil from separate structures

which would require new
investments for additional pro-
duction facilities.

Altogether, recovery from
the Gulifaks Held could be
increased by 50m cu m of oil

from original recovery esti-

mates of 210.3m cu m. The
value of additional recovery is

estimated to be between
NKr40bn and NKrSObn.
Additional mapping from

existing geological structures
and production development of
the field are two of the reasons
for the upgrading. However,
the additional 30m cu metres
have been identified in a sub-
stantial new reservoir.

A plan is due to be presented

in mid December fcr the exploi-

tation of these reserves, hi the

first instance. Sfamil will con-

sider cither boosting plateau

production from the field —

where capacity will be

extended to 600,000 barrels a

day bv a third platform to be

brought on stream in Decem-

ber - or extending plateau

production over a longer

period of time.

Current dreduction output is

about 290,000 barrels a day.

In the second instance. Stat-

oil and its partners will have to

decide on additional develop-

ment investment together with

a selected development
scheme.
Additional partners m the

all-Norwegian field include
Norsk Hydro. Norway's largest

publicly-quoted company,
which has a 9 per cent stake

and Saga Petroleum. Norway's
largest independent, with a 6

per cent share. Statoil and the

Norwegian state hold the
remaining 85 per cent.

Trinidad oil venture
THREE US ofl companies ted
by Exxon have entered a
USSTOm venture in Trinidad
and Tobago to search for com-
mercially exploitable oil depos-
its, writes Canute James in
Kingston, Jamaica.
The venture, the Southern

Basin Consortium, includes
Chevron and Total, and two
state-owned Trinidadian com-
panies, Trintoc and Trinitopec.

Under the project which
begins in January and will run
until 1995, just over 65 per cent

of Trinidad and Tobago will be

surveyed to locate deposits at

depths between 3,000 feet and
17,000 feet.

The local state-owned com-
panies will get 51 per cent of

any oil which is found, with
Exxcn getting 20 per cent and
Chevron and Total 14.5 per
cent each.

Oil industry officials say the

venture has been encouraged
by recent oil finds in the El

Foma! fields of neighbouring
Venezuela. “Southern Trinidad
is geologically similar to the
Venezuelan basin/’ one said.

EC to limit hill livestock

payments from 1991
By Tim Dickson in Brussels

EUROPEAN COMMUNITY
Farm Ministers ended a sur-

prisingly fruitful meeting in

the early hours of yesterday
morning with agreement on a
complex package of measures
to boost agricultural struc-
tures.

The final outcome, however,
was a disappointment for the
UK whose Agriculture Minister
Mr John Gummer felled in his
bid to prevent headage limits

being imposed on payments to
hill farmers.
The problem centred on the

system of so-called Hill Live-

stock Compensatory Allow-
ances paid to sheep and beef
producers in the less favoured
areas of the “Celtic fringe" as
well as much of northern and
south west England. Hitherto
the EC has paid 25 per cent of

these subsidies on unlimited
“livestock units" (a head of cat-

tle or roughly six sheep) but as
a result of yesterday's compro-
mise the full 25 per cent will be
paid on the first 60 livestock

units, and 12J per cent on the
next 60, with nothing thereaf-

ter.

Mr Gummer said while be
bad voted against the package
“as a matter of principle."
these figures were a “signifi-

cant improvement" on the orig-

inal proposals, and he pointed
out that they would not come
into effect until 1991.

The final compromise also
contained a more generous
“stocking density limit" -

another criterion intended to

discourage intensive manage-
ment systems - of 1.4 units a
hectare.

MARKETS
GOLD prices continued their advance
on the London bullion market
yesterday, closing $4 ahead at $408-25

an ounce after touching $410 earlier in

the day. Dealers said the market was
active as it built on Tuesday's break
above $400. The possibility of

shorlcoverlng in New York overnight

could foster more gains today. Dealers

said both silver and platinum were
reluctant to respond fully to gold's

latest gains — both metals retreated

Irom earlier highs to close slightly

ahead. LME base metal prices were
down across the board. Cash special

high grade zinc lost $44.50 a tonne —
traders said the market remained
under pressure Irom an anticipated

build-up in supplies. Cash nickel shed
$500 a tonne to a 21-month low as
bearish charts and slow demand Irom
the stainless steel sector continued to

weigh on sentimenL

SPOT MARKETS

Cruda afl (par barrel FOB) + Of -

Dubai S1fi.U0-8.13z -.02

0ronl Blend sie.56-a.eoz -.05

W.T.I. (1 pm Ml) 519.97-0.02z + .08

DU ptuducto
(NWE prompt delivery per iiOnno ClF) + or-

Premium Gasoline S1K-1BS
Gas Oil 3188-189 + 1

Heavy Fuel Oil 5102-104 -1

Naphtha 5160-162 4-1

Petre/6um Argus Estimates

Othor + Or-

Go<d (par troy ozW> 5*0825 + 4.00
Silver (per troy MIC + 3
Platinum (per troy 07) • 5529.75 + 3.2S
Palladium (per troy oz) SW3 0 -OS

Aluminium ((tee market) 51705
Copper (US Producer) 112^.114% -V*
Load (US Producer) 30c
Nickel llroo markon 445c -10

Tin (Kuala Lumpur market) 18.37r + D.D5

Tin iNcw York) 316.0c -4.5

Zinc (US Prime Western) 73>4C -2

Crude (live weight)? 1i2.73p •0.95’

Sheep (dead wi»Bh| )+ 203 67p + £95*
Pigs (live weight)! 91.3S0 av
London dally sugar (raw) 5364 3* 10.4

London daily sugar (wwio) S3Wrc •6

Tala ana Lyle export price EW8.0 -7.5

Barley (English toed) C114.5 +0.5

Maize (US No. 3 yellow) £126
Wheat (US Dark Northern! £126

Rubber (spoilV 57.00p -0.25

Rubber [«>? 5B.75p •025
Rubber (Jan) 1? 59.750 -Q25

Rubber (KL RSS No 1 Dec) 257.0m

Coconut oil iPhiiipplnoaJS SWQ.Ov -2J
Palm Oil lMoiayaan)6 S300w
Copra (Philippines^ 3290 -5

Soyabeans (US) nn.5
Canon *A" inde* W.9SC 0.40

Woollen (84s Super) sasp

£ a tonno unless otherwise stated, p-penco/kg.

c-cuntnJlO. r-rtnggll/kg. y-OcL s-DocAJan. I-Jan/

Mar. wNov/Dec. w-Dec. z-Jan TMoat Comma-
sion average titslock prices. * change from a

nook ago. ^London physical martial. $CLF Rot-

terdam. <?* Bullion martet ctoso. m-Malayslan

caneAij.

COCOA - I nodoCT POX EAoima

Close Previous High/Low

Dec 888 680 605 688
Mar 867 667 671 664
May 676 878 683 674
Jul 691 6GO 694 087
Sep 706 707 710 70S
Dec 729 730 734 736
Mar 746 749 753 745

Turnover: 5004 (S210) lots of 10 tonnes

ICCO indicator prices (SDRs per tonne). Daily

price tor Nov 21 777 .82 (7B4 day average
lor Nov ZZ 80&24 (008.69)

COPPEE - London FOX C/tonne

Close Previous HlgtWLow

Nov 700 701 70S 682
Jan 6H2 681 t»0 877
Mar 685 688 090 683
May 704 706 708 702
Jul 723 722 727 722
Sep 742 742 747 742
Nov 760 760 768 764

Turnover 3680 <3743) tote d 5 tonnes
ICO indicator prices (US cents per pound) tor

Nov 21: Comp, dally 61.51 (61.26). 15 day avw-
jga 62.36 (GZ39)

SUGAR - Uedm POX (S per tonne)

Raw Close Previous High/Low

Mar 330.80 329.40 331.00 326-80

May 326.60 326.00 327.00 323.20
Aug 319.80 320JO 320.60 317.80

Ora 312.00 312.40 312.40 309.40

Dec 31000 310.00 310.00 305.00

Mar 294.60 296.00 294.00 293.00

WMU dose Pravtous High/Low

Mar 3ML50 39580 396.50 304.00

Mav 399.50 399-50 39980 389.00

Aug 408 00 407.50 406.00 40780
Oct 380.50 380.50 380.50 37620

Turnover: Raw 5503 (6149) lots Ol SO tonnes.
While 1002 (SSZ)

Parts- While (FFr per tonne): Mar 2457, May
2465, Aug 25S2. Ocl 2382. Dec 2310, Mar 2307.

CflUDZOn. - VS Stoarrd

Close Previous High/Low

Jan IfiSI 18.58 18.60 18.49

Feb 18.35 18.40 1641 10-32

Mar 1623 1624 1623
Apr 16.06 1610 1600
IPS Index 18.64 18.39

Turnover: 8534 (3931)

GAS OIL - fpE SrtorWfl

Close Previous Hlgh/Low

Dec 18300 182-00 18650 182.00

Jan 17025 17675 17675 17735
Feb 174.00 17225 174.00 172.0P

Mar 168.00 167.25 18625 167.25
Apr 162.25 161.75 162.75 161-50

May 15935 159.75 15625 15600

Turnover 40Q8 (3834)lots Of 100 tonnes

WOOL
Australian Wool Corporation Uoor price
purchases aro very high again. Trade
purchases in South Airkca arc also low. with
the Wool Board taking the hulk, despite
prices which (or comparable wads can look
cheap comoarad with Australia. Consumer
domand at ratal! level still appears sound
and certainly not down sufficiently to
explain mo universal trade dotemdnatton to
puah Iho stockholding burden onto growers.
However, high inlorcal rates and currency
uncertainty are keeping Bradford and
similar nuukett vary depressed 03 **efl «S
causing reduced machinery activity.

LONDON METAL EXCHANGE (Prions supplied by Amalgamated Metal Trading)

Cfaae Previous Hlgh/Low AM Official Kerb dose Open Interest

Hantakan, 967% purity (8 per tonne) Ring turnover 1D£00 tonne

Cash 1603-5
3 months 1700-2

1706-10
1710-2

1707
1715/1703

1706-7
1710-1 1701-3 32.232 lots

Copper, Grade A (C per tonne) Ring turnover 20.400 tonne

Cash 1575-7
3 months 1584-5

1589-91
1588-9

1585/1582
158371584

1581.5-2.5
1580-1 1583-4 77.141 loa

Lead (C per tonne) Ring turnover 7275 tonne

Cash 420.5-1-5

3 months 421-1.5
424-6
423-5 4237417

420-1
419-20 4225-3.0 11,605 lots

Mdnd (8 per tonne) Ring turnover 1.383 tonne

Cash 9350-400
3 months 9000-25

9850400
9450-75

8800/9400
6400/9000

8580-600
925060 3025-40 6.943 tote

Tin (S per tonne) Ring turnover 365 tonne

Cash 6830-80
3 months 6990-7000

6605-10
7040-50

6870
7040/6970

6865-70
6980-90 6885-95 6125 tote

Zinc. Special High Grade (S per tonne) Ring turnover 8.300 tonne

Cash 1370-5
3 months 1345-50

1415-9
1396-400

1380/1377
1383/130

1377-80
13SS-7 134S-7 15.9GB late

Zinc (S per tonne) Ring turnover 750 tonne

Cosh 1375-85
3 months 1330-5

1410-20
1365-75

1380-400
1335-40 1325-35 2539 lote

LME dosing (75 rate:
SPOT: 1.5045 3 months: 1J5391 6 months: UT78 9 months: 1 4970

POTATOES - BJB Crtonne LONDON BULLION RAMKEI

dose Previous High/Low Gold (tine ok) S price C equivalent

Fab 155.0 I960
Apr 207.5 203.8
May 234.0 232-0

160.0
207.9 203.9
234.0 232.0

Close
Opening
Morning ibr

408-408 7^

407-407
40660

2S1-26H2
258-25912
258,487

Turnover 437 (175) lots Ol 40 tonnes. Afternoon fbc 409.90
ay’s high 4itMia%

261.B83

SOYABEAN MEAL - am E/tonne

Close Previous Hlgh/Low Coins 5 price S equivalent

140-00 MO.00
146.00 146.00 146.00

143.70 143.70 143.70

now 46 (40) lots at 20 tonnes.

nsmn futures - are si o/index point

Close Previous Htgh/Low

Nov 1680 1878 1680
Dee 1677 1686 1668 1677
Jan 1668 1686 1689 UBS
Apr 1695 1685 1697 1693

Jul 1415 1420
BFI 1668 1670

Turnover 91 (308}

GRAINSt - BPS £/tonne

Wheal Close Previous Nigh/Low

Nov 109.65 108.60 iog.ee

Jan 112.50 112J50 112.75 11350
M6r I1&2J 11325 11545 II&3Q
May 119.35 11950 119.85 11956
jun 120.70 120.65

Sep 1005 104.35

Nov 107.40 107.33 10735

Barley Close Previous Hlgh/Low

Nov 107.3S 107.86

Jan 110.40 110.75 KUO 10.70

Mar 113.10 113.46 13.45 13.38

Mnptefoal 417-422

Britannia 417-422

US Eagle 417-422
Angel 417-122
Krugerrand 407-110

New Sou. 31-93

Old Sov. SI-83

Nobte Plat S3& 10-544.60

267-270

267-Z7V

267-270
267-270

2BO-2G2

58-59
58-59

S4&S034&3O

SHw Bx p/fine es US ets eqjfv

or Wheat 143 (253), Barley 38 (96).

or lota ol 100 tonnes.

PMS- Bra (Cash Setttomontj p/ieg

Close Previous rflgh/Low

NOw 121.7 123.0 122.0 121.9

Fab 111.5 1 12.5 112.0 111.0

Apr 113.0 113.0

Jun 111.5 111.0

Turnover 37 (5) tote ol 1260 kg

Spot 389 30 580.00
3 months 38340 592.35

6 months 39fi45 6(0.75
12 months 422.75 627.30

1HUMSD CPTKHS

Aluminium (B9.7*<) Calls Puts

Strike price S terms Jan Mar Jan Mar

1600 125 125 14 as
1700 60 70 48 70
1800 22 36 108 140

Cogper (Grade A) Calls Puts

2350 146 146 38 82
2450 89 sa 76 131

2550 48 62 136 183

CaflOQ Jan Mar Jan Mar

650 38 62 7 27
700 11 37 30 52
750 2 17 71 82

Mar May Mar May

600 81 14
650 49 61 32 38
700 27 38 60 63

Brenl Crude Jan Feb Jan Feb

1600 66 76
1650 41 46 30
1900 16 30 60

US MARKETS
IN THE METALS, gold remained strong

adding on 7.20 basis December,
reports Drexel Burnham Lambert
Platinum gained slightly from spillover

buying. Long liquidation eased the
silver in front of Thursday’s US
holiday. Copper was also lower from
arbitrage selling. In the softs, trading

was slow in most markets due to the

extended holiday. Coffee. Bugar and
cocoa markets will be closed on
Friday. Sugar was mixed after

two-sided activity while trade selling

pressured cocoa futures. Coffee prices
were lower due to speculative selling

near the close. The livestocks ati

dosed higher due to strong cash
prices and some export news in the
bellies. In the grains, local short
covering helped Arm the soy complex.
Com and wheat continued their slow
sessions. Cotton rebounded after

hairing lost ground earlier in the week.
The energy markets were slow ahead
of Thursday's holiday.

New York
GOLD 100 tray ozj. J/troy col

MON GRADE COPPER 25.000 to* cente/tbe

Ctoae Previous Hlgh/Low

NOV 411.0 403.7 4065 4065
Dec 411.6 404.4 411.8 407.0
Jan 414.5 407.2 0 0
Feb 4(7.0 409.7 417JS 4122
Apr 422-1 414.7 422.5 417.6
Jun 427.1 4190 4270 423.0

Aug 431.8 424.2 429.7 4BSLO

Oct 436.0 4349 4365 4328
Dec 441.7 433.8 441-5 437.0

PLATINUM 50 Iray u; S/troy oz-

Cfose Previous HfgWLow

Nov 531.0 529JJ 0 0
Doc 534.0 487.1 335.0 E31.1
Jan 5370 536.3 S3&5 53141

Apr 5424 540.4 54&5 mo
Jul 547.5 S4&2 547.0 543.0
Oct 553.5 553.7 555.0 5505

Stt.vEH 5,000 troy oz; cents/troy oz.

Close Previous Hlgh/Low

Nov 580.0 5824 BOLD 5820
Dec 580.S 5642 5832 6705
Jan 584.9 58ai S90.Q 583.5
Mar 594.0 597.7 603.0 5800
May 6024 6062 6100 5900
Jul 610.9 814.7 618.0 607.0

Sep 6106 sri.4 6262 6200
D*c 6320 635.7 6400 6272
Jan 636.6 6393 0 0

INDICES
1

REUTERS (Base: September 18 1831 =100) J

Nov 22 Nov 21 moth ago yr ago J

1833.0 1844.7 18462 18443 |

DOWJONES (Btmr Dec. 31 1874- 100) |

Nov at Nov 20 mnfh ago yr age
|

Spot 129.67 12929 13078 13284
Futures 13128 131.11 12924 137.04

Close Previous Mgh/Low

Nov 109.85 11120 0 0
Dec 10820 11120 1tt)20 10970
Jan 10820 10820 109.50 107.50

Peb 106.70 108.00 10720 10720
Mar 105.00 10620 10600 104-10
Apr 10420 105.80 106.50 104.00
May 104.00 105.30 10620 10170
Jun 103.00 10420 104.00 103.00
Jul 10320 10420 103.40 10320

COCOA 10 soniMs3/tonnaa

COTTON 60,000-. conte/lbs

CRUDE GSL (Light) 42JJOO US galls S/barrel

Latest Aevious Hlgh/Low

Jan 1924 1926 20.01 19.88
Fob 19.76 19.78 1923 19.70

Mar 1927 1228 19.61 19.49
Apr 1940 18.41 19.42 19.32
May 1925 1924 1928 19.13
Jun 1926 1927 1609 19.00
Jld 1820 1820 1690 13.82
Aug 18.73 1673 1673 1667
Oct 1828 1649 1648 1641

HEATWO OB. 42JQQ US gal la. centa/US galls

Latest Previous High/Low

Deo 0080 5994 6139 6025
Jan 6030 5858 6085 6000

5880 5838 5S25 5865
Mar G63S 5607 5075 5620
Apr 5395 5381 5420 5385
May 5840 5216 5260 5220
Jul 6005 5071 5115 5080
Aug 61 GO 5121 5150 5150
Sep 523S 5211 5235 5200

SOYABEANS 5.000 bu min; cenis/COlb bushel

Close Previous Htflft/Low

Jan 591/2 585-6 592/0 MS/2
Mir 603/8 599/0 6CJ/4 998/4
May 515/0 61 0/0 01V6 009/4
Jul 623/6 618/4 624/0 6 18/2
Aug 624/0 619/2 624/0 621/4
Sap 613/2 609/0 614.0 612.4
Nov 612/4 608/4 612/4 608-0
Jan 822/D 6i8m 622/0 620/4

SOYABEAN OH. 60.000 lbs: can s/lb

Close Prowlgw High/Lew

Dec 19.47 19.33 19.52 19.26
Jan 1970 1956 19 75

20.15 20.01 20 18
May 20.54 2059 20.57
Jul 20 82 20.55 20.55 20 60
Aug 20.82 20.68 SO 95 20.60
Sap 2022 20.68 20 86
Oct 20.07 20 00 20.30 20 BS

SOYABEAN MEAL 100 tons: Siion

Cloea Previous High /LOW

Dec
Jan
Mar
May
Jul

Aug
Sep
Oct

1B7.8
187.4

186.4
185.3

184.5

184.2
JBd 0
184.0

188.2
185.4

184A
183.5

182.5
182.3

1822
181.7

187 3
187 7
185.5

185.5

184 7

184 5
184.5
184.0

I3&3
18S.1

134.7

183.0

182 5
1B3 0
183.0

183-5

Close Pravtous Hlgh/Low

Dec 918 938 940 910
Mar 929 982 949 828
May 940 982 899 838-
Jul 996 979 972 ess
Sep 972 995 987 872
Dec 990 1009 1007 900
Mar 1012 1031 1022 1012

MAIZE 5.000 bu min: coms/SCib ouanel

COFFEE “C" 37.5008*5; conta/lbs

Close Previous Hlgh/Lcm

Dec 72.01 72.70 7&2S 72.00
Mar 75.43 75.90 78.50 7530
May 77.82 78.22 78.85 77.55
JUl 80.15 80.35 80.75 eo.ro
Sep 62.48 82.13 82.tQ 62.00
Dec 85.50 85.01 85.75 84.75
Mar 87.7B 87.75 87£5 StJS

Close Previous Hlgh/Low

Doc 233/4 238 <0 239/0
Mar 243/0 242/6
May 24710 247/0 247/4
JuJ 250/4 25*6 251.-1

Sop 244/4 244/S 245/2
Dec 241/2 2<2/0 24‘.'6

248/0 246/4 240/4 243/Q

WHEAT 5.0C0 bu min: conts/fioib-oushel

Gloaa Previous High/Low

Dec
Mar

407/6
410/4

409/2
412/2

SUGAR WORLD -1)- 1 12.000 lbs; cants/lbs

40a/0 437/4

May 381/6 393/4 22?°
Jul 361/2 363/4 363.T,
SflO 366/0 368/0 357

;“ *
Doo 378/0 37'3/D 373,^

366/0
377'4

Jan 1680 1485 0 0
Mar 1430 14.09 14.9? 14.70
May 14.68 1468 14.68 1431
Jul 14.48 14.44 14.47 14.20
Oct 1*4)7 14.CU 14.10 13J»
Mar 1337 13.41 13.41 1333

LIVE CATTLE 40.000 lbs: COnls/lba

Close Previous Hlgh/Low

Dec 70.10 70.16 70.57 70.00
Mar 7332 72.68 73.34. 7065
May 73.85 7150 74.00 7140
Jul 7330 73.32 ri.ao 73.45
Oct SB35 6830 68.60 6120
Dec 65.45 65.75 65 35
Mar 66.15 66.10 862Q 06.15

ORANGE JWCE 15.000 Itn: cenbutos

Close Previous Hlgh/Low

Jan 12530 125.00 12020 12526
Mar 12435 124.05 125.00 123 SO
May 124 75 124.10 125.00 12426
Jul 134.7S 124.10 T2SOO 12S.00
Sep 124.75 12395 125.00 125.00
Nov 1».S5 123M 0 0
Mar 124.65 12330 0 0

Dec 70 00 75.70
Feb 75.22 7462
Apr 74.77 74.35
Jun 7J.B0
Aug 6897 66.87
Get 69 50 69.32

UVE HOCS 30.0fio lb; camtsL'ia

Close Previous

6.05

Dec
Feb
Apr
Jun
Jul

Aug
Ocl
Dec

SO.25

60.95
46.80
48.87

S0O7
48 87
44.05
48.50

49.S7
5062
48.17

<6.82
50 07
<as5
44.0s
45-50

50.37

51.12
<6.67

50.00
5025
49.00
<4 10
0

PORK BBUZS 40.00Q Iba: ce^
jp

PrCVI3LK

Fab 63JB
Mar 6240
May 62.32
Jut 39.85
Aug 58.12

63 05
62-57

52.10

SO.32

57.S2

ea.wj
68.30
82.00
6050
E&.15

75.75
74.85

74*
71.07

68.85
69.47

48 72
50 4S
46.00
40.50
<9.85

48.00

44.00
45.40

62J0
61.95

ei.es
60JS
S7-EQ
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LONDON STOCK EXCHANGE

Steady ahead of the UK trade figures
financial times stock indices
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Hnjn Low

83.66 8350

US EQUITY traders showed
signs of recovering some confi-
dence yesterday as they
awaited the latest UK trade fig-
ures today. Share prices woe
urmer for most of the session
and dosed in good shape as the
Pound rallied fetan an early fhD
and the £5.2ho. UK water privat-
isation issue was priced at a
level considered favourable for
both investors and the wmrirwt
Some cynics suggested that

the pricing of 240p a share for
the privatisation issues indi-
cated a degree of confidence by
the authorities towards today’s
UK bade figures for October.
As the pound stedtett equity
analysts began to doubt sug-
gestions that the UK current

Selling

pressure
on B&C
British & Commonwealth
(B&C) shares were among the
market's worst performers yes-
terday. dropping suddenly at
the outset and remaining
under relentless selling pres-
sure for much of the day amid
talk that several analysts had
downgraded profits and divi-
dend forecasts.

In an official statement
issued during the afternoon,
the company “categorically
denied market rumours alleg-
ing that a DU inquiry has
been instigated.” B&C contin-
ued: “The Stock Exchange has
been asked to investigate the
source of these malicious
rumours.”
The early steep decline in

B&C shares came as Mr Philip
Gibbs of stockbrokers
Laing & Cruikshank reduced
his forecast for the final divi-

dend for this year from SLSp to
2.5p. lowering his full year
forecast from 9J5p to &5p. Mr
Gibbs cut his profit estimate
for the year from £101m to
£95m. UBS Phillips&Drew cut
its profits forecast to S9Sbl
The B&C share price fen

steeply in often hectic trading
to touch 88p before closing a

British and
Commonwealth
Share price (ponce)

350

r—*/;; —/T—

net 16 down at 92p. Turnover
reached 13m shares.

Hanson sales
Dealing in Hanson was

excited by news of two large
disposals by the company.
Before the market opened.
Hanson said it had sold build-

ing product and aggregates
group, ARC America, for 1650m
(£415m). In the afternoon it

announced the sale of its

remaining 8 per cent holding
in Gold Fields of South Africa,

and Interests in other Sooth
African gold mining compa-
nies, for about £240m.
Both deals added in turn to

tiie share price which closed 5
better at 221 %p. Turnover
swelled to a strong 9J2zn shares
and Hanson easily topped the

Senior posts

at Girobank
GIROBANK has appointed

as general managers corporate

banking: Mr Richard Banks
(north, including Ulster); Mr
AlistairMacLeod (west); Mr
Stephen Anderson (east); and
Mr David Martin (special

responsibilities for

privatisation). Mr Doug Martin
(north) and Mr Paul Williams
(south) become general
managers personal banking.

Miss Christine Harman has
been appointed finance

director of DARCHEM
BUILDING SYSTEMS.

KBD GROUP, Heybridge,
has appointedMr Ken Mo68
as director and consultant,

strategic planning. He was
director of light truck
programmes, Ford of Europe.

Mr Olivier Ddage has been

of EMERSON EUROPE,
London. He joins from the St

Louis-based parent company
Emerson Electric Co.

Mr Juba Calvert has been
appointed finance director of

MAYFLOWER GROUP. Mr
Gearoid Stanley has been
appointed managing director

of Capital Market & Treasury
Services (Asia), a subsidiary.

a Mr Don Godfrey has been
appointed UK sales director

Of WINTERPARTNERS (UK).

account might have
worsened last mrmth- the gen-
eral forecasts for the monthly
deficit settled to around ELSbn,
against £L6bn in September, a
figure which could calm some
of the more immediate worriesof the more mmurfinte worries
for the pound.
the Footsie Index opened 11

points higher but was briefly

depressed at mid-session by a
burst of welting of the Footsie
future contract which
depressed prices in the under-
lying blue chip stocks. At
worst, the Index was within 2
paints of its overnight level,

bat the mood rallied in the sec-

ond half of the session. The
final reading on the FT-SE
Index showed a net gain of 7.2

on the day to 2,1923.

However, it was another
very slow day for the market,
with trading levels still giving
cause for concern. Seaq volume
of 324.2m shares compared
with 350.6m on Tuesday. Senti-

ment was helped by satisfac-

tory trading reports from a
handful of leading companies,

list of actives in the traded
options market where con-
tracts for the equivalent of
more than 5.2m shares
chanced hnrwkt The comnanv
reveals full-year figures on
November 29.

-Analysts agreed that Hanson
had got a good price for the US
business with an <**< multiple
of "at least 20 times earnings."
This is one-third higher than
what Bearer paid for Kpppers,
another aggregate company, in
June 1988, said one analyst
The main benefit of the

Sooth African Bale, he contin-
ued, was that the company had
overcome currency restrictions
to extract its cash, although
the price "was not sparkling."
Mr Mike Murphy at SG War-
burg said that the Sooth Afri-
can businesses had ready buy-
ers. "Selling the North
American gold interests will
test their deal-making abili-

ties," he said.

Williams erratic
Press comment that the Bar-

clay brothers were about to
launch a £920m bid for Wil-
liams Holdings, the Industrial
conglomerate; sent shares soar-
ing at first but later proved
mrfrmruinH

Mere than 7m shares were
traded in early deals as the
price rose steadily before- fell-

ing back as the market began
to suspect that -a bid was
untikefr. That view was con-
finned in qHwwwn when
Williams Holdings issued a
statement saying it had
received "categorical assur-recelved "categorical assur-
ances" from Barclay brothers
tfwt they bii no holding in
Williams nor did they intend to
make an offer for the company.
Despite the Barclay brothers’

assurance, Mr Angus Blair at
Kitcat& Aitken said that the
stories had brought attention
to a stock which was under-
rated. Despite low earnings
growth prospects next year,
Williams has strong brand
names and the management
remains highly rated, said Mr
Blab:. The shares closed at
254p, a gain of 24.

TSB rose strongly after news
of the restructuring of the com-
pany’s retail banking
operations, with the shares
closing 4 firmer at 118p on
turnover of 6Jm. well up on
usual levels and with dealers
noting keen interest in call

options in the stock.

Lloyds Abbey featured
among the life stocks, the
shares moving up 8 to 280p;
"overlooked, a good quality

stock," said one specialist. Ref-
uge, where French insurance

group Athena has been picking
up stock in recent months and
was last revealed as holding a
near 10 per cent stake, put on
11 to647p.
Shares in London Interna-

tional rose an a strong “buy”
recommendation from Klein-
wort Benson. Shares firmed S%
to 233p.

The seminar gives yesterday
morning by British Gas to
investment analysts arid, there-

after, to institutions, triggered
keen Homanii for Gas shares
which moved up 3 'A to 204Ap
cm turnover of 6.2m.
BP edged up 214 to 303p on

2J3m shares and Shell rose 3 to
432p on i 2m_ Calor, reporting
interim figures today, rose 4 to
427p white Bramah put on 3 to
657p.

& Wireless came out
with interim profits up 22 per
cent at £24lm, comfortably in
the middle of market expecta-
tions. But the figures drew con-
flicting responses from the
market where the share price
lost 10 to 481p on turnover of
5Swi shares.
Mr Patrick Wellington said

the figures were “no more than
satisfactory with earnings up 9
per cent after a 10 per cent
improvement in the dollar,
year on year” The County ana-
lyst addkl that debt was up at
£600m, gearing up from 40 per
emit to 50 per emit on rising

capital expenditure and that
there would be a Mg rise in
interest payable. For the full

year the County is going for
£SUkn With £S9Sm pwnciTfed fn
for next year. Mr Chris Tucker
at Kitcat & Aitken said the
shares “are fundamentally
attractive - to get too con-
cerned about the short term
would be wrong, the company
is insniHtPd against possible
recession in the UK and will

benefit from a weak pound.”
' Hartwells-row sharply as
Rmbh ^ew Court was reported
to have acquired a block of 7m
shares at 114Ap, or just under
10 per cent of the company’s
issue. There was speculation
that the broker was acting for

the Saadi Arabia-based Jameel
family which already holds an
18 par cent stake in Hartwells.
The shares climbed to 118p
before coming back to 106p, a
gain of U.
Kwlk-F3t rose on talk that

the company had foiled to
obtain a ruling from the UK
Takeover Panel forbidding
Continental AG, the west Ger-
man tyre maker which holds a
13 per cent stake in Kwik-Fft,

NEW HIGHS AND LOWS FOR 1989
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APPOINTMENTS
THE ALBERT FISHER

GROUP has appointed Mr
Raymond Edwards as chtef
executive, food processing and
distribution; and Mr Keith
Cards as chiefexecutive,
frozen food.

MrDUHar
Hnemt-Vulanrhuiiii, riiahmim
and chief executive of French
electrical corporation
Schneider, has became a vice
president ofROFFEYPARK
MANAGEMENT COLLEGE.
Mr Robert John Margetts

has joined the board of
TTOXIDE GROUP. He was
general managor/personnel.
Imperial rawmVal Tnrtngtrim?
Mr AJLH, Pink has resigned
from the board.

Mr Howard Greenfield,
regional chairman of British
Gas, north western, is to lead
the BRITISH GAS regional
organisation review in London
from the gnd atthe year.

m Mr Stephen C. Jones has
been appointed deputy
managing director of Thragar
BoRe. a subsidiary at
THUKGARHARDEX.

ALLIANCE & LEICESTER
BUILDING SOCIETY has
appointed Mr Ntell Crowley
to the board from January 1
when he retires from the boar
erf Allied Irish Bank.

•

'
...

i -

'

.
;*

FURNESS-HOULDEK
(INSURANCE) has appointed
Mr William Coffins and Mr
John W. McLaren as joint

managing directors.

.
‘-A

l

•.

•

MEES & HOPE SECURITIES
HOLDING has appointed Mr
J.S. Quirk to the boards of
Uees &Hope Securities and
stockbrokers Shaw & Co,
recently acquired by the group.
Hr J-C-A. Bijloas also joins

the board erfShaw & Co.

Mr hfa Machamte (above) has
been appointed non-executive
chairman of SUS HOLDINGS.
Walsall He was a director of

Kalamazoo. Mr Kdth Meadows
becomes a non-executive direc-

tor. He was wumagiiif director
of DPCE Holdings.

Sir John Hedtey

,

Greenborough. chairman of
NewartiuD, and a deputy
chairman ofLloyds Bank, has
joined the management board
of the ADAM SMITH
INSTITUTE, the market
economics think-tank.

KODE INTERNATIONAL,
Swindon, has appointed Mr
Derek Hornby as a
non-executive director. He is

chairman ofRank Xerox
(UK0.

including BAT Industries,
Cable & Wireless, and Ranks
Hovis Mcdongafl.
There was also a scattering

of more speculative situations,

but these did not always prove

convincing. Press suggestions

of a bid for WiQiazns Holdings,

the paint and industrials con-

glomerate. were firmly rejected

by the company.
The impetus of the final

upswing in the market was
restrained by the prospect of

the Thanksgiving Day closure

of the US markets. Ibis holi-

day extends Into a
weekend break and will effec-

tively leave London on its own
until Monday morning, with
the UK trade figures to domi-

nate sentiment With this sce-
nario in prospect, UK and
transatlantic trading houses
were trimming their exposure
to International blue chips in
the London market
The big investment institu-

tions are expected to concen-
trate in the near term on the
opening of dealings on Decem-
ber 12 in the water privatisa-

tion Issues. In its initial
response to the pricing news,
the market appeared to be
expecting premiums of around
20p a share on each of the 10
new issues, although some will
be favoured more than others.
This is expected to be reflected

in "grey market” trading
of the Start of offtefll ripaWngn

83-17 33.13 Ua MM
1734,4 1731.9 173C.1 1788.3

2906 282S 274.1 255.6

21923 2185.1 2183.1 2221.4

OrL DIv. VtaW 4.81

Earning Yld %(tufl) 11.64

P/E H«Oo{Nw)(t5> 1046

SEAQ Bargalns(Spnt) 2Q£77
Equity Tumover{£iA)t
Equtty Barpninst
Shares Tradad (rol)t

OnSnanr Stars index, Howly ctii

462 4 8T 4.73
11.85 11.54 11.33
10-48 1Q.48 1068

21.524 24,493 22,417
738.24 884.19 84031
21394 33,318 SSJS7B
3030 3196 3040
1*9— Day's High 1742.1

B9.29 83.50 127.4 49.19

(8/2) <20/11) (9/1/351 (3/17751

98.59 83.13 105.4 50.53

115/31 (21/11) (28/11/47) (3/1/75)

1008.6 14478 2008.6 49.4

I57SJ (3/1) (5/9/89) <26/6/40)

293 8 164.7 734.7 43.5

22/11) <1 7/2) (15/2/63) (28/10/71)

’426-0 17926 2443.4 986.9

15/9) (3/1) 115/7/87} (33/7/84)

tools 100 Ccvt Saco 16MO/20, FlkM ML >821.

Ordinary ir7/3S. Ooid mines 12/9*5 Bates 1000

FT-St 100 31.12*1. fi NIM0S7

21,982 24,410
1129.73 1298.45

£9.716 24,363
384.2 419.3

Day's Low 1731-6

GILT EDGED ACTIVITY
incites* Nov 21 Nov 20

Qllt Edged Bargains 79.7 38.4

8- Day average 82.6 826

Open I 1 10 &jn.
[
ill ILm. 12 p.m. 1 pjn. 2 p.m.

17416 17396 I 1733.7 1733-0 17326 17316
3 p.m. 4 p.m.
1732.7 1733.3

FT-BE, Hamrif i lisnjss Day’s H(oh 2197/4 Day's Lew 21806

Open 10 a.m. Ill om. 12p.m. 1 p.m. 2p.m.
21866 21846 1 21876 2188.0 2l6a0 21604

3 p.m. 4 p.m.
2191.5 2191 .6

*SC Activity 1974. tExdwHnQ Intrs-fllArkOt

Businm a Oversees turnover Caiculanon of

0M FT Inclcn of (tally Eqi4ty Bargains and
Equity VUus and of the avMogcs d
Eouhy Barpolna and Egtely Value. »n dl*-
conOnued on July 31 Ctoilng tatuta toe Juty
28 avsiloM on rOOiwoL
lenoan rapan anA latest Swro Mdae
Tal. Otsa 123001.

FT-A AifrShire index
1250

Equity Shares Traded
Turnover by voluma (mfion)

mm

from making a bid.

There was also talk In the
afternoon that rnnHnmta) hail

returned to the market and
was buying Kwik-FIt shares to
mM to itS «falm Shares gafaieri

12 to 132p-
Kwik-Ftt dxares had been on

the retreat on talk that Conti-

nental AG, was no longer inter-

ested in mounting a bid.

Western Motor dropped 17 to
483 on the news that talks
about a management buy out
H«ii foundered.
Several stocks were helped

by the bid talk surrounding
Williams. Having risen steadily
through out the day,
Yale & Valor, in which Wil-
liams has a 5B per cent hold-
ing, retreated to close at 803p,
a gain of a penny on the day.
BTR firmed 9 to 422p.
Gayhitbe pH"*** 7 to 171p as

Hash Industries said it had
acquired a 5l9 per cent stake in
the company. Nash said it

regarded the holding as a
"strategic investment" Shares
in Nash dosed 2 better at 170p.
Courtaulds moved in a nar-

row range around Tuesday's
843p close after revealing
interim profit figures 13 per
cent lower than the same
period last year. Analysts said
tiie company was still due for a
longer term re-rating, and Mr
Lawrence Rubin at Kit-
cat & Aitken said investors
should buy on weakness. The
shares closed a penny better on
the day.
A shortage of stock under-

pinned the thinly traded prop-
erty sector. The presence of
just one modest buyer pushed
Laing 19 higher to 488p. Rose-
haogh continued to be bol-

stered by talk that Olym-
pia*York would make a bid,

and also ahead of its results

today. Analysts expect Rose-
baugh to report net asset value
of between 730 and 800p,
against 584p last year. Rose-

baugh added 21 to 554p.
Ranks Hovis McDougall

dipped slightly, despite a 13 per
cent rise in full year profits to
£l7&5m, which was in mid-
dle of analysts' expectations.
Some analysts said a dou-

bling of property profits had
pushed earnings up. "If yon
strip out these, earnings were
at the lower end of expecta-
tions,” an analyst
However, several analysts

cut their forecasts for the cur-

rent year. BZW now estimate
around £l90m compared with
yangm previously; amj Charter-
house Tilney predict £194m
versus £205m. The analysts
cited a number of reasons for

their lower estimates, includ-

ing an expectation that prop-
erty profits may not be so
strong this year, and also of
higher charges.
But analysts at SG Warburg

left their £208m forecast
unchanged, commenting that
there was still scope for RHM
to Increase still farther Its prof-

itability in ItS Strong milling

and baking divisions. However,
they said its share price had
fallen today on worries about
REM'S high level of gearing;
^grinding brand valuation,

also on concern about possible
acquisitions in Europe. RHM
dosed 2 lower at 422p.
United Biscuits were traded

in brisk two-way activity,
though dealers were at a loss
to explain why 1m shares
traded. UB closed 5 higher at
354pi Unilever remained weak
after reports that a large secu-

rity house was set to down-
grade. Unilever closed 2 tower
at648p.
Argyll stabilised after recent

fan* as the market recovered
from talk earlter in the week
that it might buy Gateway

TRADING VOLUME IN MAJOR STOCKS
The roHoariog b bused tm tredtog whane for mast Alpha securities dealt through the SEAQ system yesterday bdUI 5 pm.
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stores from Isosceles. Argyll
closed a penny off at L95p.
USM-quoted video rental

chain Gttyvision rose 6 to 13Xp
after saying it intended to
apply for a full listing and that
it expected ifeafatp to hpg)n

on November 30. The company
has just opened Its 50th store

and has more than three times
as many open now than at the
beginning of the year.
USM-quoted Radio Clyde edged
lower despite a 29 per cent
improvement in foil year prof-

its to vi usm The shares shed 5
to 298p.
Reed International rose

nhwitiiy on thw hgrfc of its pur-
chase of US legal publisher,
Martindale-Hubbell,
for$303.7m_ Dealers said that
Reed had a good track record
in the US with rimihr acquisi-

tions. The shares closed 9 bet-

ter at 410p. A shortage of stock
helped BAA add 8 at 357p.
A 16 per cent improvement

in Interim profits from Whit-
bread was described by dealers
as at the top end of the range
of expectation, but investors'

attention was elsewhere and
the ”A”shares slipped a penny
to 388p.
Boots sagged ahead of

interim figures today. Senti-
ment was not helped by a neg-
ative results preview from
County NatWest WoodMac.
"We expect the figures to be
accompanied by worrying
reports of the lack of progress
on Ward White, among other
things,” said Mr John Rich-
ards. His forecast for today’s
profit is £146m, in the middle
of the market range.
Dixons slipped a penny to

103p as Goldman Sachs gnep

again cut its profits forecast

for the company. This year's

figure was trimmed from £50m
to £40m and assumes a £lOm
loss on UK retailing. Next year,

Goldman thinks Dixons will

make £45m, instead of £60m.
The changes were inspired by
a monthly consumer confi-

dence poll which continued to
show the public’s unwilling-
ness to make major purchases.
"Dixons has said its sales fol-

low this indicator closely,” said

Mr Paul Deacon of Goldman.
Talk that Kleinwort Benson

had published a buy note on
Kingfisher helped the shares
climb 5 to 277p.

Other market statistics,

including ET-Actuaries
Share Index and London
Traded Options, Page 25

No mugs... no T-shirts...

I want something new...

and exciting...

gRAf»AM INTERNATIONAL
has appointed Mr Patrick J.

Copeland (above) as president,
Seagram Europe, based in Lon-
don. He joins from (he Inter-

Continental Hotels Corpora-
tion whore he was chief execu-
tive, and replaces Mr Myron
Boeder Trim has become presi-

dent of The Seagram Com-
pany’s Tropicana Interna-
tional.

Is your agency cleaning up on tea-towels? Does crystal glass have a familiar ring to it? And are you still

being fobbed offwith key fobs?

Ifyour agency comes up with worn out promotional ideas, tell them to get wise to Holiday Points.

Holiday Points is the collection scheme of the nineties. It’s a brand new promotional tool

which means holidays, flights, holidays in theUK or even travel alarm docks can be

Cheaper, Better or even Free.

Some of the biggest names in travel are involved, as well as some of the bluest of blue chip names

in marketing. Whatever your tactical or strategic needs, Holiday Points can make the difference.

want your promotion to really go places, then get going with Holiday Points.

For mote detailed information call us on 092 575 7171.

Mr Robert Preston has been
appointed dfrector-mcbarge
ofRACAL
MICROELECTRONIC
SYSTEMS. He has been with
the group since 19(2.

It’s really going places.

Cheaper, Better or Free.

MOUNT CHARLOTTE
HOTCLS has appointed Mr
William Bailey as group
marketing director. He was
sales and marketing director

of the recently acquired Thistle

Hotels.

The Holiday Poias scheme Is administered by Travellers ’Ebridwide Ud..

PO Bra 129, Altrincham, Cheshiir WA14 2RZ

Travellers Workhvide is a subsidiary of Norfolk House Group Pic
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,
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*0.15

*6~iii

+03)7
40 20
*0.03
*0.26

*0.041
*0061
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UK-BtaaCUpSQa

—

*aMMoraj5<«rtk«_-
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Kt‘£*l^ E
tS?l5

F^ 400*1 -

E5A
BMAHSaaRMlto H
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.

“H :d :
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ecu -7-77771
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sS&ss

GAS

TSB Tnot Fata ED
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fem Jo

§i?7 lJe 40
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ST
sis1*0042
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:
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7 pSL
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Royal Trust toet.Mnpmt (Asi
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... LB2
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HAV Nor 22.— -I 51737 I
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1 13 5 in Sat
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Lloyds Bank Hick Interest Cheque Accouac
71 LnmbiiaSL LcrumTGP 305 .

0I-K5’4 e r
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£2 41 1 air
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I I -

I B 03
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0-S.5 1 51202 I

rtolta MraU

*995.79

brtl Bond.
tall Dollar.

Ml Entity ;

Schrtar Investment
Cap IIS Eqally ,21.

gauHdSmG«il«2L--
Scfaraders Asia Li
Mu FndS-
Ctnrrc! 6 Bond Fd lac.
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AMERICANS— Contd
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!
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i-Bo StctS
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bO’jiBMConwSlV.... .

45p XiwSUww/E-Sftlc.
18 V tngenolMiiniiSZ.

-

22V Lock wed Cnm 51—
12h LooeSur IfKfcSl ....
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IS' r.Tamxl. HrwifCT 51 ..

13,'. Urnlll LjBtBSl
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18 1

! Moduli fJPI S2 ....

"IL Morels IPhWpl
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23 <• R»(iNYCo«P'i55
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ru
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16C 0.7

S2 75 - 34
S2.96 8.8

$4 84 48
p> —

5120 * 15
5180 4.8

51.90 - 9.2
SI.00 * 25
48c - 16

S3 23 - 90
SI.OO - 3.7

32 —

51.66 - 3.9

SI.13 - 27
543b - 5J

— —
SLJb - 3.2

S2.75 - 6.0

S1W - 4.3
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53 OC - 38
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m — —
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311 151 Coirntrysnir Props. (J

232 IfaNCrestNIchallQB.e
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462uit -19 42c -

124 85c -

264n< -4 32.20 -
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33
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BANKS, HP & LEASING

Z9S
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««
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48
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1 939
Hlqlt Low Stock
235 216 ANZ SAJ
lo2 134 Abdtf Nauwal lOp. o

"212 L20 1
; Allied Irish Ort E

£2jV rilV llgemmeFI 10 ...

"80 bl Irish y= 57 Anbadier IH I Id. B
£6Si E38A BancaireO PrlOO. £64
£46V E35V Banco Bilbao tfil....

U3 £28 Banco de Santander
>253 169 Bank Ireland IrU. d
£19 V £17 l

: Bank Leutll

350 345 Bank LeumMU.K.l.
Ub 88 Bank Scotland. ... *|

112V 93 ^ Do. hVpcIrrdH.. y|
Va7 49 Bank of Wale ...

“58C 404 Barclaysa i

31 22 Benchmark 20p.. .>

362 235 Brown Shinto U. 4
43fl 325 CaierAHena 3
259 157 Chancery 7

£28 V £14 V Comflienbk DM10..
'£29£22V I'hgn H0(r KrlOO...
rib ^ no,; Dai kin kblyso,.
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f
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"339 2b9 Nal AusL Bk. A51..
365 255NatWei£l_ a
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792 745 Saiuma Bank Y50.

£13 V £10V Sanwa Bank Y50
175 124 Gcaodurto Bk Ualts-pi

1575 870 Schraders a.
1235 655 Do.il MTV
£33,'. Q9V 3«c Pacific S10
•57Z 445 Standard Charbl Cl_e

£19}* £14 V 5omiloino Bank Y50.

£13,1 U1 V 5uwtaBoTstlBkY50—
133 'j

97 1SS a
234 144 TSBCh'nells'l _

£10p. UGV lokal Bank YBO ....

563 470 Union Discount LL. 9
277 Warburg CS G I fll

93 Do6qcOnPrf.,.w
22b WesipacSAl
-JOS ivloinot 2Dp
87SjYasu4a 1st i Bk Y50_ J

Dl«
Nd
44c

,
L7 -7

iMKSN
1 028%

»Q12V%
0357
0219;, _

MELJ'ij 3.2

T13.3
13 8l 3.6

tZ3.« 35)

Z.8i

+h

3.2

!
9.31

112

7.4

1

49j 3U; ulmond Hldjs 10p—

R

148 101ffr*m Gnup Ub... yj

107 58 EriU*

297 210 E€rt Croup yl

•165V 9J Ertted B
210 85 rairbrur lOp w
2»« 84 Fed. Housing 5d h
95 S3 r 1man Group lOp .fij

325 2lS*FrpeTanGrooplOoy)
101 68 Galliiord 5c. .. B
282 2ed6-5tafi Dandy 10p..y|
7b 220a. 'A' Xie. tl

883 59C GlEKOit lM Jl lQp..v
259 143 Graham Wood ....yl

195 158 Hami« Inns lOn.-yj

205 150 (Hatfield Esu yl

138 V 85 Hewden-Sluart lOp H
£580 £345 Do. 20pc 03 fl

143 110 >Hew«son lOp
12i 95 Do. TptCm C»PI.. yl

93 3»Mkr&CroH25p..d
311 2Q7 Hrywocfl Williams...

a

128 69 Do. Cm Prf
427 2b3 Hl5?s 1 Hill

IDS 73 How Group lOo y
50 JWicaurt Hide. 10p y

13^ llTlItnlock Johnsen, p
148 57V Jadwn Group lOp-V
15b 11C Jan Is 5p y
121 BejglwmlngsAS.W . .

9b tWKin«BanGplrZOp y

£175V £129 Lafarge Cop. FIDO .

194 Lamg IJohn)

370 170 Do.’ A" N/Vtg 9
405 28C LaJiamU I£l,._v
15° 82 Lawrence (W 1 p
lbO 50 GaaSccOnflfPICf -

It 48 V .iltolZVD 5
USj WLm. & Clydeside, y

104 Movoll rC F.l y
214 Lovell «Y J J a
297 r.lcAinlne ifl 1 (red! B
72 tkCstm & Stone 2Dp B

185 McLaughlin & H...y
185 Manders(Hldg).... B
113 Money 9
57 Marshalls B
88 Do 6<:pCeCmRedPl y

67 Waunden U >70p. p
302 Meyer im I
109jUilier iStan] 10p..y
43 FMIbkloGrpZOp.. y
314 Mowfem Ur
69S1SM lOp 9
7t FNeedler Group |.. V

185b UewartJlill £1 B
158 Newnan-Tpnks .

. p
121 Persimmon 10a...

P

67 Phoeniv Timber....

|

|£JDV Pochms
45 Pkknpi 10a «

lioprowilrg 20o p
52H-QoiligtitU 5p y

503 RKC c
32 PaliK Inds. 10p.... P

103 i-Ramus y
415Redland c
£64 fetusCf fi.KCr. C_
104 vRoskei lOp y
132 Rugby Group P
250 Rush & Tompkins y
21 JSVV? Group 5p ...y

liSivSacdef I Groop lOp y
86 ISeirfiHh-RL-ew IOp y
87 Sharpe & Fisher....

y

113 Sheffield lnstis.lOp y
243 r Sheriff Hkfgs. 5p.y
120 •Shorn’ Grp y
223 Slndall rwmi 5p. .y
128 Smart <J. I l<b 1
249Steetiey p
209 Tarmac 50p c
93lTay Home V

235(Ta*ior Woodrow a
342 Tilbury Grow p
60 More* Hire lDp_. y
152 Travis Pertlns lOp.

. y
103 Try Group y
41 tTudor 2Qp
248 Tumlf Corp P
53 FVesuee Rja Grp Spy
132 Vibroplam 5p y
180 Ward Group 5p. ...y

64 Ward Hldgs. lOp . p
320 Watts Blake. 9
16b Wethury lOp p
1D9 jY/ouncrSc^Mg IQpy

126 LVIogins Group ...p

186 Wilson BendnlOp.p
135 WJlMflfComul FyJ.

. p
309CDQ Viwimpey iGeo).._ . d

l*cr
Price I"

143 -3

1B1 -3

a-i

fl“
l

see Proper
4
42
28V
-K
4

J

111

6*n
12!
9V
S- ..

61 -i
PtO

M -i
?0
JJ

fO^ +6
2fl(

Ml
17s

las
£475
Hi +1

%
4 1» +1
92

462 -2
71

31

171 -1
10!
175
101 -2
91 +2

£140
251 +2
222 *2
291
82a!
35

571'
85 +7

sic
23! -1

374 *7
107 -2
195
23-i -J
124 +1

1« +1
9< +1

-1
3711 +1
244
45 ....

374

95-

2261

I6f +1
135 -1
97

£13V
ln% ‘-I

1354
85 -1

64! +2
56

10- -?
57! +5

£98 V +i ;

115
157 +7
25! V
71 -1

121 +2
9*

10!
131
Ml
231
261 -5

184>
35S *5
214 -3
102
251 +1

set +10
bt

177 *6
1M
4]

257
65

146 -1

332 +6
a:

37!
191b
10!
12* -6
223
154 +1
223 -1

Bfv ! ru
Net Or Rr'( PIE
IP 75 7 5 H 7

1315 12 7“ 2.3 4 1

1/.15 3.5 si fab

5*f% 9R -

1 7 3 67] «

3 5 6.9 58 3J

uO 754 24 21 85
6 H 5 | 2J 103
l.ffl 3 S 4 7 8

*h6.7N 3 fl 6 J 6.4

rl.g
I5.fl

3 9
»7.0

H5.4)
5.0 4 M 7.d
7 51 4 M11.9I

3.4j

Z.4 64
19,
3-« fa
2 7

49 i.qio.q
r6 75
39 2.1

12.75 1.2
i2 7} 13
92b
17

,

b.B5) 2.

t«2i S.S|

Q10V _
3n *
281 3 71

ru 5 311

»12 a 38
r3 38 3ll
15 4.6

t5 5 3 ?
m2 b5 3 2
2.25 33

020*-* 2.L
U 71 4 1
QZ5*« 5 3
120 421
12.0 4 2

10.75 3 5
7 51 3.3)12J 33

raJ'bil

J
lb 1
T5.14
rtj9 0
1635
635)

ilSC
4.0

14138
»195
30

r09 8c

sl5 0
tB
15 0
2.75

s24 0
3.0
5.0

L2.0
114 5
50
7.5

rl9 8
7 V*.
30
t5 2
152
L0.5
L4 4
1275
u4 0

L4.25
1-5 25
n3.75
t5.0
64

U15
110 0
4.0

di75
H320
lu22S
U7 5
05 0
Ih2b7
rll3
13 25

tl
4«5.g
9.0)

f6 73
13.q

19.251

5 71 5.9

10 6
87
4.6

8b
4
2

- fco
3 2] 106
7-5j 8 5

fl55.9
9.2

l.B
5.4
5 a 10.2

23 8.2
24}
45j
93
9.1
hti
9.a
4.d
bJ
53|
5 a ..

33 12.9
2.4} 13
4.4} 10 a

103
10.9

6 2} 51
3 4 5

IlLSf -
a.5>

_ 8.3
b. 5) 12.6

2.4
6.4

4.2)13.1

3 7(12.2
60

3.31(1681

4 4<10J]
6.6

59 23
« 4.6|

3.5 43
3 b 6.2

b.3l 5 2
291 3 9
27 7 4
1 9 44)
3.2 5 6
23 65
28 8 7
3 0 bO
15 68
54 27
5.1 22
6.8 4
3.4 26
5.7 5.9
1.6 b.1
3.4 93
62 40
6 7 26

5.3

79

71

24
340
10 b
4.9

88
6.4
•

10.0
7.8
50
5.2

93
8.7
6.6

_ 69
4.7(12.2

8.4
9.0
13.7
127
14.5
8.9
«

8.3
59
4.0
113
13 2
12 5
75
7.4
5.4
7J
7.8
8.2
104
4.6
153
3.9
124
37
5.4
7.7
b.B

CHEMICALS, PLASTICS

Hire Purchase, Leasing, etc.

545| 224|AnglpGtp 10p. ....y) 3S7*d -1 I tS^Oj 4.1]

113
iJukJAi 3.4]
LOU 2% _
l3.25| 22t S ri 7.6

a90|ao5 0a:9i;pcl999 Y|
“373 180 CLF Yeoman 50o.y
100 51 KaP'ial Leismg ir IQpy
78 51 lattJe's iHdgs) lOp.. p
38 15 Equity 4 Gen 5o... y

365 303 Pro* Financial.... 9
23 C 100 ?Aeflis Inn. Ir5p..y

23b lac SeaneTnetGrp. Ip.y

1&71 127WoodchesterlR20p_yt

£4S.V C37ti Atra FI 20 £39 V
183 119 Allied Colloids 111a. B 161
Bl 51 Miner Pbsu Tech lay 63

552 341 ftmenlma Inti-... t 363
175 89 Astra HUgs. p 103

£103V £84 V BASF A6DM50.— . £9S V
162 108BTP10P 9 113|

£104S £87V Boyer AG DIW50.... £102 V
20* 154 Blagden Inds 8 182
166 112 Brent ChemslOp.. 8 126

•582 30< Calrd Group 10p...p 424
3S lW^mlndgr barspelt, 16

•295V 189 Canning (W 1 p 216
306 223 Diemon Inti. lOp. y 262
481 213 Coates Bros a 481
252 lb7Crada Inl.l0p f 171
97 69 Doefto lOp. v 86

•239 163 Ellis & Ererard.... P 102
£15V £9,1 Engefiianf (7 S ilOO £13%

3o 17 Eiktoean Color 5p..y 18V
208 123 Erode Gnoo 9 128
385 233 Foseco -P 303
153 50 iGaynor Group lOp.y 60
283 208 Halstead U.'iOp.y 2293 £24 V Hercules Inc | £26V
“293 l-»5 Hickson InU- P 22B
UKiJ £891; Hoecbn AG 0M50.. £93
£360 E310 Do FlnlOpcUn-La.. £325
1352 1012 ICI £L a 108*
306 173 FJeyeS Group 5p... y 2B5u
522 35* Laporfe50p. e 46=

•40S 225 Leigh lmeresU5p. p 297
324 173Du.bpcC. Red. Prf.. 235
245 13* MTM 5d B 205
612 612 HduMdenfUMUOSO 612

£29J,E22V PeraorpAB'B'SklO.. 123\
183 105 Plysu p 1M
126 65 iPorvalr 2s y 76
65 44 tansom fWmJ 10p_ y 6C

795 314 Rrct»tnEr*SeTv?2pB 569a
402 227 RenLokll lOo p 335
£276 £177*1 Setwring A& DM50. £268 V
•186 12b Sutcliffe Speatman y 153
6b 31 fkurgar Saider life y 32
Bl 50 E-TrarenplOp a S8a

664 242 WanfleSlorayslOp..e 260
58 SSjWefliwonJi 10p-v 28

458 3L3 WDtSUnhQlPieRIllk. y 323
40C 231 Yorkshire Diems... P 340
ISO 112IYule Catto lOp yl 13ll

02.5q

FT*
Q249n

7.0
1020%

lfi.4

t6.0

65
00 3c

9163
8.8

t8.2
>10 0
135
6J

052c
aO 92
15.25
1122

0S2_Z4
16 75
024%
010%
150.0
L4-3
113.7
6.Z2
6%
t3.5

s05%
032%

2.as
2.7
154
»85
142a

hQ24%
20
25
2.0

14.0

1155
no.a
138

s.'H

5.7 5.9
2.2 18.0
2.6 65
4.1 15.9

35(25 5b 8.2
* 1.7 A2 143

15 83 105
23 3 3 13.2
1-7 63 11.1
2.0 bJ 9.0
a zql «
- L‘

3.0 4.t 10.4
2.9 45 9 5
3.3 23 15.1
1-7 75 93
Z9 5.4 8 6
23 4 2 12.0

- 24
LS 6.6Q07I
1.7 55 8.9
21 5 4 10 0
2 8 6.7 7 0
3 3 5.5 7.2

- 5.4 -

3.2 3.9 10 4
2.7 4^ 8.4

- 3.1
26 6.1 7.4
2 2 2.C 23.2
27 31 10 6
21 2 £ 21.4
- 3.4 -

35 2J 14.8
2£ 0 ! -
bl 13 124
3.* 3.6 9.2
3 6 4 7 6.2
22 3.4 175
Z‘ 20 265
3.6 1.7 20.4
23 1.4 30.2
3 1 1.7 20.6
L4J0J 6.9
4 4.6 6
* 75 4

0.‘ 9.C 03.9)
2.7 6.4 7.4
29 3.4 10.8
3.2 3.99 9.7

DRAPERY AND STORES
11.5 1.71 7.3f9.2»

,
tia.O i.6j 7.o| 9.0

0261*.
W7.09

llOUVVi

_ 123jb4lanPaul5p -.-yj
423j 314Ulnqnl0p p|

BEERS, WINES & SPIRITS
577V 427 Allled-Lyorv

£29(117,1 Arheusn^Bicch SI.
1155T 741 Ban
203) 146 B[“Kington ...... p
208| 135BulmenH P.J5p

. 9
BurlomracdBrewryp 228ud
Dart (Mat'Jiew).. v
Dwnish (J.A.J 5p p
Do 4.SdcC> 2hdPf..v

lbShEMridge.Pape ‘A*5QpS
370f:-Fuller. S T3

iBrawl ?.(ctrop50a..ul

Z55| 19q,
3q-

2^

£210
261
’850
1450
515
240
423
505
449|
33 .

494]

53H
J55t

J50
*3bl
255
242
455
653
379
17T
b22
62
173( 1021

425
258Croe«ail v.'nitlnr. pj
124

“ n
.

^Db 5 45ocC.Pfil..yj 157:
443)Gre«e King a)

IJNiGulnntf:
0o.5VpcCn,Prl
DoBVptCuLn .

135lHlgWandDisu 20a d
163(MjQiljn-Gfeulnef

.

1335ttUcdQiDhl Danin 'A'.yl

Manslleld Brewery-
yj

Maraan Thompson., n
455
lob

32T- ‘Menydflnn liint.
9|

64? Morlj.Td Pi
284 Scoit & Nr.v 20p . 3
273 V.tu> Group lap ...pi

WhiiSread "A c

WciIj. & Dudley
. p)

Toting brew A 50p. yj
Do. Non. V. 5Gp . yl

444}
53

162 nd

3.M3qil'

i5.q
72q

I23.H-
4J 25^3 41

6 9?J 1.4| 5 5116 5
35J4 2S 21 25.6

3M 14.8

3UILDING, TIMBER, ROADS

3?I
Sib
165
275
219
146
180
213
94

209
268
95

261
151

155
220
307 l«i
16“
153
395
1“3

13b
UC
150
Jb

227
163
128
181

1150
119
2641

536 329 AIUEC50p p
132 09 Do. 6Vp0mC» Fi... v

204 IDE abbey _ v
11b 87Wllen5o u

163 87V JAmcaDyni
f
46fl 77jiogllj5« lOp . ..3

For Anglo Utd
25fl 15b Arrclillt lGp yf

235 jJbMnd Creep lop
yj

265 lllwood'. 5p. ...

118 7BMSS103 .. ..

1<» 7 ePB Iretr. 50b .

12? Baqgerldge Brick .

90 8 jiI»v iByn' 10p...y
79 Baldwin 10p v
125 5-EalllAH i5p.

. y
5343jrnO' Hcrw I0(l v

153 Beraau D?». lOp . p
146 Bi-Hway 5
2t(BtllWincJll0fl...

125 EsW? Group
pj

103 Be;i Bra: 20d yj
117 Sine Group 10c... £
Iin BipcLIeysZQp J

- Blue Circle 50p .. a
11

1
[Do Type C»RdPi'...,j

325gBA£A
l24[Brlii;n Dredging

31 &r<am Group flf

lOEr^Butialli I Aictln ip. yj
95CALA 5n

V
24l;CC5 Graaj 20a
13dCRH pj

<9jCjkebraid flebey A
1

.,
30frCamii Phoenlt I0py
UOjCBlroy lOp y
37j|Conder Group y
TStoapei fluke Cm. 10p_

,

139ibipson(r.l^....-

la;

l6.U4.9l 41

39
2.5) B.Sf 1.3)10.9

I 3.81 130

m-r
%%
122
73c
30!
395
171
90 +2

40 4mber Day 2 VPL.. Pf
250 Aouasciitbin 5p yj
66 Do 'A'5o a
6b Ashley (Laurai 5p

199 jAsrar
360 Austin Reed
159 Do ANTV ft

88 FAutomagic lOp .. yj
140 Beanie (J) ‘A .. . .pj Hi
70 rBedfoid(Wm>5p -3 7®

17C Bernal h lOo 8
127 renunureCtolOatj
5 BlaJii Leisure 2VaB

43 FSIancftards lOo . yj
240 Body Shop Trrt 5p.. p
51 Botion Grp. 5p y
37 Brown & Jackson, p

133 Brown INI lOp ... |
166 Burton Group 50p c

49! Canton 20o y
95 Do A 200 y
42 Casket 10b y
105 fCheism Man 5n.. v
335 Church V
156 fOuuan Cards 10p. y
134 Own Vlyella 2Qp e
363 Colei MywASOC- .-

100 fColurviilon 5o. .. y
42 Conrad Coni. lOp.y
146 Courts 9
435 rCrairrchora50c...v
47? DAK5Slmpvon A'-.y
30 Dewhlrtl lOp .. . p
9S Dlrom Group lOp. c

Jq.lSeOOn Dh Cib Bed.

,

206 Dunhlll HUgi 10p_ *
38 ERA Group 5p B
130 Empire Stores Grp. [
140 Etam lOp p
90 Em Home Prods 5c p
44 Txeaitex 20p y
15 fFlrtts(Mrs!SQ.05 e

199FlneArtCtoj.5a..p
32Q Forminner 10p..

. y
tC^rentkCuawcuagSpY
63 rGaQKcl 5p. - y
55 toitfSR IlOp .. y
130 Gianur Group lOp.y

83 Goldberg IA.1 9
lTtoMinanCrgipSp. .y

1500 Great Universal— p
952 SUSA c

70 mMEto Horen ll&i
2B Helene 10p 9

133 vltaibgelOp v
115 Hogg Rebwwn 10p p
42 Hollas Group So .v

63 :Hwwta*iieGrpZcy
155 House of Lerase.... y
91 In Shoos 5u y

285 iJatnucs Vpl Iflp .„ y

234 Kingfisher _e
008 Do. 01; pc In 2000. y £123V

bO KMriKUOwck lOp... 1 81
43LancaZVD V Sid
5b Leslie Wne20p. ..y 63

410 Liberty W 940
210 Do Non-Vtg .. . y 235

fl4V Limned Inc 5050... £20V
lA5UcydsQKirtsis5p- f 194
109 Do. 7-5pCmPf 5p._ y 145
11 Lowndes O’srty 5p.0 13 V
lie Mallett 5p y 155
141 MarH s Spencer., o 190Vd
92 Marlin uTrOn. v 9t5l

281 MervinU.l -fl 346
145 Miller& SnUw 5p..y 138
198 Mon Bros Grp 5p..v 203
87 Utrt lOp o «d
167 Oliver Group....... y 195
163BO. "A" yl IbJ

+1

-1

L2-5j 2.6
IOH 29

2.! 16-2

3

3.1 10.2
2.0 4.f 13.0
1.9 LI 56.5

.
1.9 33 18.8

13S1 19 4J 143
U.63 4.0 1.6 203

9 O Z 1 3.0 21 1
9 0 21 7.0 91
bSiOb 9 6 17571
' 2 6 51 10.21
l]0| 4.01 1.91

:ov 135 1.7 23 345
167 1551 0.3 4

54 0.15 32 36 9.0
.68*1
4434 afil.15 5.9 0.4 6L9

58 —
5JV«| t0.5 6.2 1.2 156
153d 15.0 1 4.4 20.6
175 9.2 027 7.3 6.8
750 3.0 14 0.5 51.5
100 -1 3.0 4.9 4.0 6.9
47 1-2 3.4 •

115 -3 2.9 32 3.4 125
37C 120 2.1 4.3 13.4
234 13 53 31 2.0 215

137d -1 40 12 8.8 ai5»
410a Q36Vc 2.1 4.4 10.7
128 1114 33 ZB 4

5 10.4
58 30 19 69 9.7

155 50 3.9 4.3 7.6
483 6.25 3.7 1.7 21.0

488* 10.45 4.6 3.0 94
31 11 07 44 4.6 b.5
103 -i 4.73 2-3 6.1 85
52 5.0 - 128

370 13 75 48 1.4 18.6
4 era 2.75 1.8 9.2 7.7

131 +i a4.42 1.9 45 156
166 16.6 25 5.4 10.0
111 6 0 3.2 7.2 4.8
51 115 1

22 - - -

84! +3 7,75 2.4 4.1 13.3
340 9.0 4.3 35 8.7
90 115 25 7.B —
63, 41) 35 8.! 4.5
69 25 33 4.« 7.9
1» +2 i»E0 1

85 -1 *3.0 —
24V —
1500 315 3J 28 14.7
1010 +3 3L5 32 42 9.9

72 giO 3.9 3.7 9.2
28U 1179 19 8.6 80
138 3.87 27 37 12J
130 1.0 4 9 23-2
43 -1 j'l 1 8 9b 75
66 56 23 113 52
:u 10 fi 13 0.3 12.1

101 +i L7 3.4 2.2 16.5
295 5 a9.< 3J 4.2 75
277 +5 1205) 29 5.1 a.s

'B
1.85
i3.0

IhS.CW
Ih5 04
032c
2.Z1
13

14.4

15b
14.75

3m

36 4 4.11

*2.75 2J
14 0 2.9
7.4 li

fh5 0 5.0
fh5.» 5.6

90
7.2

- - 8-9
5J 1.5 16.4

5J 2.« 8.7
- 1.0

62 15 14.1
- 6.9

3 Oj 3 3

il

17.4

DRAPERY AND STORES-Contd

11.6
3.4 14.3

6.6 <83
2.5 13 1

2.C 27.7
2.6 17 6

[10.4 11.7
3.4 b 2
4.11 5.2

1189
High Law Slock

75 45f0*M43Mii»il#.|
35 21rPML5p y

•113 32 Paid,da Group y
123 SOPemmlOp f

•361 265 rP^or Grouo lOp.. y
61 31 rProcftleilp y
42 17 Ramar Texts. 5s... v

“ZBS 170Rauwl0p....—.p
172 10? Do. Cm Cum Pi £1 y
13* 73«toe«Shcp5n.. y
107 88 Piu Devon Grp 5o._y
79 59 S&U Stores 12'iPY

4JV 77\ aUl'rpefttf'rt...
137 98V Sears a
89 5u ?5hasi Group 10p v

40! 335 KterwDodGrnlOs. ,

3W 228STO-U10IY HJA50P9
193 78!SodcSboplMj.Sp..y
76 6 i-Specialcro 2p ...y
63 A 3Burling Clean 20p. y
198 10fe(Sloreftaig 10o 0
135 37 Summer Ini. 20n..y
Lie 7CDc 7 SpcCjOcWPf.y

*132 108 r &S Stem 5p_.J
92 43 He Rat* 5p 9

246 150 Time Prods. lOp... S
97 <0 Linton & Southern, y

124 73 ‘Usher IFrank) Sp.y
91 58jtfhat Hldgs y
88 68WWensuni 5p y

•237 149 W«kn 9
220 1 10 Wilding OH. lOp y
160 7t rWorW of Lslfcr lOo y
3351 19aiW)naleE61 CireJMpyl

K7rr fir's PTE
iaO.«fc.l 1J i:

1 2.0 6.1 9.0
« 55 e

5 4 Z_J 10 1
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45 24 fMiaoviiec 5p -H
456 310 6MHys5p
481 442 MltubfaM Elect Y50
162 77 Moiyn*20p. yj

09V £23 Motorola S3
76 38 Wultltoae Elect-
909 756 lECCorpn Y50.._
143 64 National Tele 5p..

103 68 leotrowcsTedi 5p-yj
94 47 Kesco Ietests. yf

363 18C MewmatV (Louis!....

£14 899NokUC*pPriFM20.
2tfrYartalnElec.^v|

Z7C
111
141
76

13t
11

*jjj

333
•170

403(

176
123

565
•16
•57

896
221
405
653
138
305
IK
52C
381
214
511
30

455
111
<80

1+2

£12V|....-

Vh:
£UV)-V

£5V £4VW Data

•32C 14b Northamber 5o— fi

£15 V 812 Nth Telecom IL

30 15 Jceonlcs2VD I
4* 14 HtSlM Group 10a-

y

17C 25 FOrdiMTech. |.„. y
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CURRENCIES, MONEY AND CAPITAL MARKETS
FOREIGN EXCHANGES

D-Mark makes further gains
THE D-MARK continued to

advance in thin foreign

exchange trading yesterday

but finished below the day’s

peaks against the dollar, ster-

ling and the yen.

There was no immediate

reaction to news of surpris-

ingly aggressive action by the

Federal Reserve in New York
adding liquidity to the banking

system. Technically the money
market is likely to face a short-

age across today's Thanksgiv-

ing holiday, but with Federal

funds trading at only 8% per

cent at the time of the action,

it seemed likely the Fed would
refrain from market action.

liquidity was provided via
Qve-day system repurchase
agreements, leading to specula-

tion that the Fed could be in

the process of again easing its

monetary stance. It could, how-
ever, be a purely technical

manoeuvre, caused by today's

holiday, but the market will

now be watching closely for

further evidence of the Feds
monetary view.

Volume on the foreign
exchanges was thin, ahead of

public holiday's today in the

US and Japan. West German
markets were closed for a holi-

day yesterday.
The D-Mark’s recent

strength to a large extent
reflects the lack of an attrac-

tive alternative. The dollar and

£ IN NEW YORK

the yen have no interest rate

advantage over the West Ger-

man currency. Euroyen rates

are lower than Euro D-Mark
rates and longer term Eurodol-

lars are below the equivalent

D-Mark rates. The Bank of

Japan has dismissed sugges-

tions of a higher discount rate,

and the Fed may continue to

lower US rates, unless the dol-

lar collapses. The Bundesbank
also appeared to be pursuing

an easier credit policy, but this

was before the eruption of

events in eastern Europe.
Potential inflationary pressure

from the flow of refugees and

temporary visitors from East

Germany, is likely to make the

Bundesbank cautious and
could prompt higher German
interest rates.

The dollar lost 1 pfennig to

close in London at DM1.81Q0. It

also fell to SFrI.6105 from
SFrl.6175; to FFr6.1700 from
FFr6.1975: and to Y143.65 from
Y143.75. The dollar's index was

unchanged at 69.6.

Sterling fell another 1%
pfennigs to DM2£325, the low-

est closing level since the end
of February 1987. Moves to

challenge Mrs Margaret
Thatcher, as leader of the Con-
servative Party, appeared to be
gathering momentum, but the
main factor depressing the
pound was concern that
today’s trade data for October
will show a larger deficit than
the September current account
figure of £L64bn. The pound
also fell 15 points to $1.5650

and declined to SFr2.5200 from
SFr2-5350; to FFr9.6550 from
FFr9.7075; and to Y224.75 from
Y225.25. Sterling's index eased
0.1 to 87.L
The yen continued to lose

ground to the D-Mark. The
German currency looks set to
test Y80.00 in the near future.

It closed at Y79.36 in London
last night, against Y79.00 on
Tuesday and Y79.23 yesterday
in Tokyo.

EURO-CURRENCY INTEREST RATES
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POUND SPOT- FORWARD AGAINST THE POUND
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DOLLAR SPOT- FORWARD AGAINST THE DOLLAR
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tIny Commteskn CdadaUons.
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CURRENCY MOVEMENTS
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" EMS EUROPEAN CURRENCY UNIT RATES
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OTHER CURRENCIES EXCHANGE CROSS RATES
Mmr2Z

^
S
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Brazil

660.00-65530
12B70-L2885
65*90-65820

Finland

Greece
HongKoag-

66185-6 6390
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-Selling rate
Yea per 1000: Fronts Fr. pre 10' L±1 per 1,00ft Belgian Fr. per 100.

FINANCIAL FUTURES AND OPTIONS
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0.79 0.41

103 053
127 068

Esttoasil mhanr total Calls 3817 Put* 520.
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Uar 91.79 9131 9L78 9132
Jen 9159 9L70 9157 9L7Z
Stp 9L63 9154 9L62 9164

Cter Rtofa Low feet.

Dec 90-29 90-5 9022 90-26
Mar 92-01 92-01 91-26 91-29
Jot

Estimated rebar 11724 062395
Pittium days open ML 36423 CS06026)

OS TBEASHTf BOMBS 8%
SU0MO3Mof 100%

SWISS FRANC IBnO
SFr 125300 S pm SFr

STAHIUUtD & FOBS 500 DH>a
£08 times fades

Latest

Dec 0.6207

Mar 0.6210
Jm
So

High
062M
05236
05240

Law
06199
0.6205
05220

Piet.

0.6215
06221
06227
06237

Dec
Mar
Jn

Latest

2U 342%
34625
350.00

Low
34L35
3*5.73

Pm.
34155
34530
34930

PffiLADtLMASEUS
0L2S0 torts pmO)

vims

Oku
Dec 99-12
Uar 99-10
Jan 99-02

sSfi
Um Pm.

9948 99-07
99-06

9M7

1270 12949)

Preriwi day's open Mil 8535 HZ73)

6% M0TTDMAL GERMAN GtNT. EMO
M2S0BM lOOtts af 180%

Strife

Price Dec

Cans
Jaa Fd Uar Dec

Puts

Jaa Feb

6.15 6.43 639 653 013 0.76 1.72

3.88 437 451 4.77 053 L43 254
L550 2.05 276 324 337 L44 253 3.U
L575 L02 163 245 2.44 2.71 3.93 531
1.600 037 094 137 1.74 459 5.77 756
1^ 012 0.48 0.92 L15 679 730 9.02

L6N 033 0-26 050 0.73 9.11 9.98 1144

Mm
244
342
4.71
684
7.97
988
1184

Dec
Clase

90.53 9oS!
Law

9037
Pie*.

9025
Mar 9059 90.82 9056 90.40
Jn 9083 9088 9038 9054

Estimate! tome 24536 06858)
feirkxa daps open InL 42526 (41243

PrerKw day's ope* ML Calls 323.487 Pets 331168 (All amended
nerteadS-siStone Calls 23845 Pbs 25^64 (Anonmciesl

6% WnXHAL LONG TEUMJAnKSE GOVT.
ORB VlOta lOBtte af 100%

Clase fflgt Low Pm.
103.71 103.75 103A4 10387
103161 10174 10161 10164

EUROPEAN OPTIONS EXCHANGE

Dee
Mar
Jmt

Estimated Mduee 412 089)
Preihw day* open InL 1168 0240

Series

Feb. 90 Aag.90

StockVal Ua Vol Last. vol Last

Gold C S370 196 47 b _ — — 5 409.70
GaldC S380 142 39 — — — 5 409.70
GaldC 5390 197 28b — — — — 5 409.70
60WC 5400 847 2320 30 32b 22 39 S 409.70
GaldC S410 415 18 85 27 8 32 S 409.70
GaldC S 420 501 1250 109 21 3 2750 5 409.70
Gold C 5430 409 9 29 17 6 22 5 409.70
GoUP S 390 122 5 — _ — 5 409.70
GoIdP S400 210 730 2 9.90 _ — 5 409.70
Gold P S420 62 15 5 18 — — 5 409.70

Dec 89 Jaa 90 Feb. 90

THBEEM8RTR STERLHffi

BMJM MintsdlM%
Oose HMt Lew Prer.

Dec 84.98 84M 84.92 84.95
Mar 85.90 85.90 85-79 8531
Jm su.nn 868b 8676 3674
Sep 8754 8750 8737 8738
Dec B7.95 87.92 8731 87J9
Mar P8?n 8812 8806 8am
Jm 8830 8820 8832 88.10
Sep 8844 8854 swat 8025

E&. VoL One. figs, ant stnruu) 34143 048511'
'

i days open ML 135844 035111!

EOE Index C FI. 280 345 8 2 1230 1 15 FI. 28527
EOE Index C FI. 285 360 520 32 930 — — FI. 28527
EOE Index C FI. 290 610 330 62 7JO a 6 9 FI. 285.27
EOE Index C FI. 295 145 130 a — FI. 28527
EOE IndexP FJ.Z70 124 120 36 320 — — FI- 28527
EOE Index P - FI. 280 2320 3 182 6 — — FI. 285.27
EOE Index P Ft. 285 190 . 4.80 20 730 — — FI. 28527 -

EOE Index P FI. 290 163 8 10 10 — — FI. 28527
EOE Index P FL295 58 LL30 75 13 — — FL 28527
EOE Index P FL 300 65 16 22 L630 — — FL 285.27
«F1P FI. 320 85 4 — — — FI. 31959
VFIP FL330 104 U — — — FJ. 31959
VF1C FI. 205 199 2 16 3.20 1 4b FI. 204.65
S/FIC FI. 210 145 035 28 150 — FI. 204*5
S/FI P FI. 200 622 1 332 2.40 7 3 FI. 204*5
S/FI P FI. 205 209 230 15 430 7 5 FI. 204.65
S/FIP FI. 210 182 650 269 730 5 8.70 FI. 204*5
S/FI P FI. 215 179 1130 a iS 12 - - FI. 204.65

Ha prints af 1M%
dose

2®
Low fern.

Dec 91*4 91*3 91*3
Ur 9217 9219 9217 9214
Jn 922

8

9229 9227 9224
Sep 9216 9217 9215 9253
Dte 9137 9138 9138 9135
Mm 91.79 9L79
Jeer 91*7 91*7
s» 91*0 91*0

EM VoL One. figs. «tMM) 3784 <7640
PnertaoE day's epee Im 44717 (44059

THEE MBRTB L _
BH la priris ef 1M%

90 Opr. 90 Jd.90

FL 115 86 090 129 3 - - Fl. 105.40
AfczoC FI. 135 383 L50 a 4.70 U 5.40 FI. 127
Aasey C FI. 60 89 LOO Z56 4 a — FI. 58-10
AoerP FI. 55 106 L20 — — FL 58J0
Amro C FI. 85 87 1 9 260 — — FI. 79
Amro P FI. 80 — 79 4.50 — — FI. 79
BUKHMANN-TC FI. 65 129 300 28 530 10 530b Fl. 6430
N.V.DSMC FI. 135 — — UO 130 — Fl. UUO
EJsertw C FI. 80 8 0.90 122 220 p- — FL 74.90
Gtet-Broc-C FI. 35 42 L7D 106 230 15 330 Fl. 34.60

FT. 90 231 L7D 84 4J0 — fl ai.ro
HoomessP
KLMC

FI. 90
FI 50

41
185

9.70
060a IS

1150
2 33 330

FL 80.70
Fl 44.80

KNPC FI 47*0 — 253 4 12 5 FL 47.70
KNPP FI. 50 350 250 FT. 47.70
BEDLLOYDC FI. 90 407 250 36 5.70 4 8J0 FL 8430
NEDU3YDP FL BO 398 250 88 450 1 7 Fl. 8430
NM8C FI. 50 — >w 66 L2D -m Ff.4450
Nat.Ned. C FL 70 1286 1.70 621 3.70 U 430 FL 68JO
Nat-Pfed-P FL66 UO 0.90 b U 2 — Fl. 6010
Phil to C FI. 50 1633 150 87 3.40 419 <30 Fl. 4830
PWltoP
RajailMcbC

FI 45
FI. 140

332
217

1
330 b

40
52

230
6.40 10 850

Fl. 4830
Fl 137*0

Rnyal Daub P FI. 135 213 250 UO 430 4 6.70 Fl. 157.40
UnJtaerC FI. 170 U9 0.50 8 L9D a 149JO
Van OmiTHren C FI. 35 21* 050 9 130 28 L7D FT. 30
VanOmmerenP FI. 36 103 550 550 B 6 FL 30
WessanenC FI. 65 65 L50 u 4 Fl. 61.70

Dec
Gone
91*1 A Low

91*2
fee*.

91*8
Mar 9L71 4L76 91.71 9L74
JM 9133 9139 9135 9139
Sfe 9L8B 9L94 9L94 9L95

Estimated sobme 6673 (4944)
Prerlons day’s open InL 30434 00069

ECO 1* I tef 1B0%

Dec
Close Htah Lmr Pm.
89-22 0956 8981 8484
8955 89-61 8956 8958

Estimated mfamr 115 <8067
PreritoSdVs open fed. 3081 0200

FTCEIMBOEX

TOTAL VOLUME IN CONTRACTS : 37,034

A- Ask B-BM C-Call P-Pi*

Oase to* Lem Pm.
Dec 2122.0 21910 Z174.0 2172.0
Mm 22240 22315 22178 2213.0
Jm 25648 22538

Estimated tetiane 4802
Picriem days open Inc. 3149!

MONEY MARKETS FT LONDON INTERBANK FIXING

Nervous trading
OLOOajrt No*22> 3 namtte US doltos 6 BMtJB US Dollars

vTbH
[

otter 8% Ud 8d
|

otto 8J
*

LONGER TERM interest rates
eased on the London money
market yesterday, bat the
shorter end showed little

change, waiting for today's
October UK trade figures and
keeping a nervous eye on ster-

ling’s decline against the
D-Mark.

UK charing bank base taxiing rata

15 per east

fro® October 5

One-year sterling interbank fell

to 14£-14n from 14%-14% per
cent, but the important
three-month rate was little

changed at 15ft-15% per cent,

compared with I5fri5& on
Tuesday.
On Liffe short sterling

futures traded in a narrow
range, but had a firmer tone,

finishing at or near the top of
the day’s spread of prices.

December delivery rose to 84.98

from 84.95, but the March
contract was firmer, rising to

85JO from 85.8L Dealers said
that if the trade figures are
bad, showing a current
account deficit of over £2bn.
short sterling will weaken; if

the shortfall is £l^bn or better,
there is more potential in the
March contract for recovery.
This is because there is a
chance of lower bank base
rates by delivery of the March
contract, but not before
December delivery.

The Bank of England
initially forecast a money
market credit shortage of
£500m but revised this to
£550m at noon, and back to
£500m in the afternoon. Total
help of £488m was provided.

Before lunch the authorities
bought £178m bank bills in

band 2 at 14% pa cent; in the
afternoon the Bank of England
bought another £lG0m bills by
way of £25tn Treasury bills in
band 1 at 14% per cent and
£l35m bank bills in band 1 at

14% per cent Late assistance
of around £150m was also
provided.

Bills maturing in official

hands, repayment of late
assistance and a take-up of
Treasury bills drained £252m,
with Exchequer transactions
absorbing £120m and a rise in

the note circulation £l25m.
These factors outweighed bank
balances above target of £5m.
In New York the Federal

Reserve added temporary
reserves to the banking system
through five-day system
repurchase agreements. This
was more aggressive than
expected with Federal funds
trading at 8% per cent at the

time, against the Fed’s
probable target of 8% per cent
In Amsterdam the Dutch

Central Bank offered liquidity

to the commercial banks via a
seven-day special advances
tender, at an unchanged 8 per
cent, replacing a facility of FI
3-09bn-

Tlc Rung rata anttaatlilnMUctetteiiowrirftetirtnetofMMHife. ol theMad oftatd rtecs to SlOn
oaud to tt( nwfcei b» to retoae* harto it 1180m. awtteg t*J. The bate] National MstintaUr
Bar*; Bate el Tokja, Owtsche Bank. Bwpe Nattatel He Paris art Hava taraoty Tns.

MONEY RATES
NEW YORK
(Lunchtime) Onemort—

TaonooU —
10>1 Ttetramh.
9»i S* mc«6._
8* tojtsr

—

MJtefcaliatOTtMtoL. - Twjwr

—

Primeraw
Braker baa rate

FeUaab

Treasury Blits and Bonds

BJ4 T1nejcar..
7.75 Fobtiw-.
7.40 FtojHf_
781 Seteejear-
7.6fl 10-tear—
7.78 30-jear—

,.7.75

.7.77

..780

..783
-784
.7.90

N«22 OenigM to
Mcntb

Two
Manta

Tlree
Mnaeta

Six
Mentta

Lenard
Iwarenuno

7^-735 7*5-730 010325 015330 010-030 000

“v7H
4 ioa-ioi 10A-104 10%-10% 10V10*. 950

Zrt*. - At - vv
. .

iSC-Tft. ljl-ltta m 12%-14% mm - 9%-10 •

lOb-WHi U%-Uij mm 12%-13

LONDON MONEY RATES
No* 22

Interbank Offtr.
Interbank Bid ...

Staling CDs..Staling CDs.
Local Authority DepS- —
Local Authority Bond* ..

Discount Mkt Dtps-

Company DeiMsK*
Finance House Deposits

Treasury Bills (Bier)—
Bank Blits (Buy) -
Fine Trade Blits (Buy) ..

Dollar CDs ...........

5DR Linked Dep. Offer.

SDR Linked Dep.Bid...
ECU Linked Den. Offer.

ECU Linked Dep. Bid ...

OyemlgM
Six One

notice MMtll Months Months Year

134
14

154
154

154
14}J

14%
144

15/. 15% 14 a 144
1411 M% 15 154 154 14&

14% 14% 14% — -
15 154 154 14%

— — 15i 15a IS 14*
_ — 14JI
_ — 14fi 144 14 —

N 8.15

j

™ 1
1
l 1 »

10%

9
8%
10a“ 104 10% 10% WH

I per cent: Bank Bills (idD:
lender rate of

—SoberU.1969
Aveed rates for period Noreialw 26 1989 to Dumber 25. 1989. Scheme It 15.66 p.e.,

Sdwmsll & ill: 16.22 p c. Reference»» for period Sept 30,198fe to October 31 .1989. Scheme
tv&v 15 084 jml Local AotborK| and Finance Houses wren days' notice, others seven daysr

t from Hovember 1 ,
1989; Bank D

l px. LC

A per^ft.'cwtiSaS 'gTtaa Pegtel't Serfe. M;J>S5itWOw'Si
held tmd« one month ll*a per cent; «-thiee tww« 13 pwee*.* Byefdlemnjrtlts 13 per i

s/x-oloe months 13 per snL’ nim-twiHeme
Da 9.1989 . Deposits withdrawn for cash

Rates lor sons at

cent;

nffW-twatve months 13 per emt; UjkJb- £100,000 11 4* pertent from
5 per cent.

BASE LENDING RATES

ABU Bub
AdBn&Onur
AIMTibiBaa
AlHedrrisbBaafe

• HwjABstaiw
AsodatsCapCorp

—

AMAorftf BaU
• B&CMnMt8aA_
BankafBvtN
BaacoBIBmniEqa-.
BatKapodia
BariCraBtADw—
Baaktiffawus

Bank ofrand
Bank ofMia
BarttfScollad

(Ltd—

~

.iBak
BBrimtSaakfU-.
BfttBkaflWEst—

• BnmSdpkr
Bukos IttgeBnkPLC

CLBakSSfad—
• OkartertaBeBuk

—

QUbakNA
ObHnkstsBM—

% %
15 CfcdB&kBa* 15

15 CoonBk.Hast 15
15 CftwBBtoBank *15

15 CeaUs&Ce 15

15 QfpsPopivBk 15

M (MvBankPLC 15

15 DBcanLanfe 15
15 EqaatorialBankplc 15
15 EnttrTnsLLtd IS*
15 FkaKtal&GeL Baric- 15

15 FirflHatkMBankPk. 15

15 • RobertFtonJso&b.-. 15
15 RabBtFnsv&Ptm.- 15^
15 Glrabv* 15

15 tGrisreElftahiB 15

15 HFC Baricpk 15

15 tHarinsBa*_ 15

15 HaopdfrerrauAc ISfe

15 Hffttafak&GoImfiok. 15

15 •KlUSaud |15

15 C.Baare&Co. 15

15^2 HoRglmg&SBndi— IS

15 tLeopaUJofipbllvs- 15

15 IfcfeBak 15

15 Me^iaj BankUd 15

15 McOote^DoustsBik. 15

Midbridfiatt 15

15

Hat Bk. of Kuvaft 15

latWEbidMtr
HortenBaiUd
Henrietta. Trust

PJaVATlteenUoifted-

PntocalBariiPU:—
R-Rapbad&SoE

fedsinbetraits—
RogaiKofScotland

—

RealTigstBarii

• Sodtb&WdlinaSecs.-

%
15

15

15

15

lb

15

15
15

1. Attempt to do what alchemists have failed to. Turn

LEAD into GOLD but by changing the
.

word.LEAD,

one letterat a lime* each time creating a new word. You
should solve this by usingjust two ether words.

LEAD

GOLD
2. Your watch is faulty. At 1.00am today it was correct

but has since gained 15 minutes every hour. It now
shows (he lime as 12.15pra but you know that it stopped

precislcy S hours ago. Therefore, what time Is it now in

New York?

3. At an oil refinery, a storage tank is filled by 2 inlet

pipes. The first can nil the tank in 48 minutes and the

second can in 35 minutes.
When the oil is needed, it can be drained out in 40
minutes.
If both inlet pipes are in operation and the drain is also
open, to the nearest second how long will it lake to nil the

tank?

4. In the grid below there arc several hidden words,
directly related to futures. They arc written forwards,
backwards, vertically, horizontally and diagonally. Sec
how many you can find. We have given you one to start

with.

G 0 L D T U P 0 A T S

cn u C -D S 11 U K b T in
w N R 0 C L w H E A T
I B & L Y E N E A X C
S T 0 L L A C D D F s
S U G A R D R G U P H
p G S R I B S E O J R
R H J F B D P 0 U N D

D
A
C

Ifyou would like the answers to these questions or if

indeedyou have some questions ofyourown relating lo

the Commodity and Financial Futures Markets, please
complete and return the coupon below.

SUCOEN (UK) 1MTE) AF B D
TEuwEsrauir member

f]RnKwrii

|

hfcnnirtgn
:m cnawpCmeotery copy ef/*arcokwrkadureami Inrtlicr

1

PI CoetaiftracM„ M QPikmaCttait
I OmUors StrtkM ScnrlcH

! Name
I fn-Nanta —
]
Tel

I AririrPW —
,

I SUCDEN (QK) UMITEO, Freeport, 5 Loorima Bri4K± Sc, LowbMi S£1 9SG.
S TctU-37S63Z2 F«ci 81-378 6556.

I
m

L.
Mtfl BlBW nliMl li l» m intoto-totol

JOTTER PAD

CROSSWORD
No.7,097 Set by MUTT

Sarisdtartatd 15
15B.
UritedBkoMMt_
IMUMtinM Baric

—

llnfiy Tret Bank fit

—

WetasTmt
WrtW BartCant—
WbtanrLrtS*
YabkbeBHk

• Hahn of British Mectat

BartUg & SeoriUes Haas

a

Assoriation. * Depositm 5.9%

Mart ana IZ.8% f Umgap
tax rate, t DsBand toostt 9%.
Home 1125% -15%

CLASSIFIED ADVERTISEMENT RATES

Appolntrrwnts

Ob—CM and Industrial Proparty

Residential Property

Btslnase OpponuRttios
Businesses For SaWWamed
Poraonal
Travel
Contracts S Tend**

Per line

•mote
col can

{mm3 lined) (ratn3 am)

14*0 4000
1230 4830
1000 8550
14*0 51.00

1350 4630
1030 3050
1030 35*0
1350 4000

Prwntoa poMBona wiHiNa
no par Skigia Column cm etas (MnW «**)

AM price* eactede VAT
For tunfmr datalia irrito toe

FWANC1AL TIMES
Owe 8oidhmfc Bridge London SCI M«-

Acnoss
1 Footnote about Queen need-

ing loan to be arranged in
private (8)

5 Insect that gets into human
tissue (6)

9 Ruby ain't given to a display
of smooth manners (8)

10 A dainty learner following
the code (6)

11 Home for 'a recluse (not
married) left by ancestors
(8)

12 Confined to skills that turn
on sax anneal (B)

14 Terribly kind about poor
hog - hot, and becoming
rank (10)

18 Old Bob writes in journal in
the oat-patients' depart-
ment (10)

22 Lines of pigtails (6)
23 Voyaging, strikes a star (8)
24 The fleet's in to charm a

dame (8)

8S Reclines negligently in a
muffler (8)

26 Bear dose to the river (6)
27 Makes a new beginning by

painting during breaks (8)

DOWN
1 Self-assertive, about 50, and

rich looking (9)

2 Man takas a second to pause
in dimbing hill (8)

3 Elaborate discourse about
National's opening (5)

4 How to make euemi
cited from being ag

B A changed person,
over big at the gal]

7 Effectively, he's wil
8 Peace and quie

£??
tored- out i

13 Silver King Georg
damaged when a

15 This time, to eatu
be enough (8)

18 Upsetting encounte
river should be rest

17 Shift for oneself, ha
mal around as guaiM in switch? (6)20 Movement of sing,

21 Goes round in worn
ments (6)
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WORLD STOCK MARKETS
Aimm

» a> •
+*=

Antrim Alrttaci.,. lawn mii
&w»tmtalt__ZnZ J5M _
Goesser __ 5,000 -u
lotowtaB ZL700 -100**"*»—

—

g9Q0 a
Paimoescr - ij» -hT
Rfeiingbgg L950 -&
SMprt— 09 -4
StaT-Balmlw 118 +3
VMrMao 879
wrt»*d ZSB 1-2

BajsnmiunatBWK
HnwHwr a Fn. +?r~
«d — I5J00 k£0

Bm^wTSubI!;" ffinn
130

HmeneGen. Da. Lut . UMO
gMgfclBelB—_ 37.500 -183

»vr==w ar
Coctarfll 226 fl
C*wi .... 17,900 4325

*}
DO.AFV1 iKS
FeOrlguetet 5fe -10
EJBGrn*) I *06 t38
Do.AFV 1J32
tBU9ra»U.___ <£5 +15
D0.AFV1 4,600 435

P°«Y2 4.6® 440

Efo— :=:$* 3
Do.flFVZ , 6,440&=r!S &
Po-AFV 25,975 -50
Imeton 3 730 +10
Do.AFV I 1«5 JO
DaAFV2 1700 -15
Kredletbsak 4 450
Do.AFV 4

'580 «T
EjiH*0®* 13,900
PanrflBJ 12.225 -25
fcaHMwrte TWe __ 3210 *5
NNftlMlI 6.400 -20
Do.AFVl 4.400 420
Do.AFV 2 £600

SM*=3S &
135=: MS Sslb-ww :zr:: yr „
Tasogwto 9,800 420b

Tml*«. — 9.600 -100
DO.AFV1 9400 (TO
RijMVI 9:460 -40

Bw==:sb is
Efcr=B8 *L
DO.AFV 2 2^95 -30
W»S0BUtS 8,650 -40
Do.AFV 8,090 1+40

DENHARK
IIWBiDr 22
Bahia HUgs
Car&tag
CopHandettnsk
PaajfCP

Dm Dandle Bat* _,
East Asiatic

FLS lads. B
GNGnaiNanBc
LS5 B Systems
Jyrte Barit
Ncnlirt K*M
MonNantbi
rmsmanm —

,
—

Royal (TbagenA
Sopfcm DuBithM
Smerta

Kr + or-
-1832.9 f+54
— L450 -20

— 3198 «0.9

„ 849.7 -10.4

— 410 42.7

— 292_3 -4_L
— HU 403

820 -1.9

_ 798 _
— 433 -2

462.8 -22
— 314.2 -53

374.8 mi
... 4743 493
— imi -23
_. 5575.8 1+014

ITALY (tmUw
[MOattetei 22

SaffaA

SrdSpa
SHI __
SsUBPD
TonAskar
Tasi Franco ...

Ure + ar

110,799 |-50
460

5,600 470
42.900 4100
1L5M m
U50 410
2329 -16
20,705 -10
31.110 <460

2OS0 -50

KETNERLANOS

HueaBter 22

ACFUotdtaa
AEEON
AWd
AKZ0
ABU
AHEV
AMRO
BobLoca-M
BsnanUWDay ,

—

Buefermm-Ta
Cotter Para
GasataSHtar
MF
DSM
DuullixAiPBiBteWB .

EMr —
Fottrr
Suns
tot Breads—
HClBOm MHOBKMI
W.EsJao
Ha—ttMj ~—
Hotter Dnqbo
IHCClUlaas
bttUoeUr
XLM
Krmpta —m
NUBPasthHk
Nat (fed Cot
HtdHoyd
NIJwflri-TeoCt
(MNclsVcrB.
i**Gr1ntn>

OmnooitvaB)
Pattern
PM Dps
Rotom ———
Sntavn*——
RalTDa* —
Rnrats -
(tmal DutdiRoyal IXttdt

OStaw —
VMFSttrt.
VMI

M0BWAT
Hawwhto 22

Atar

BncaBtok—_

-

BmanB
QnUtoUBk.
DcnHofitaQoat ..

taatoLEm
HafstndKjaiA —
Kants _— -
Kaaner ..—
Nan lodcstricr __
Start Bb»A
NartKyrto

SPAM

Biaco BIRt«Viz L
BanoaCtoM
Banco Exttrta —
Bam Hbpaao
Banco Popular

BamSMoider

FH. +or-
37w nsr
105.40 40.B
124.60 +33
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27% 22 TECO LS
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tO. 66 30 11%. «% 1

43 12 1637 38% 97%
£8 18 953 83% 82

7081 4% 9%
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73 te 688
83 zMO 88
08 MOO 91
10,19 20) 17%
33181)96 73
12T1 284 19%
£4 6*118 W%
73 8966 M%

3( 3% 23%+ %
13% n% 18%+ %A 6% A
88 3S 88 + %
27% 27% 27V- %
M% M% M%
8% 7% 8 - %

... 75 T4% 19 + %

£ % % ST-i
2 « «6_ 166 -1%

»

W
M

9

T-T -
3231212 2(
23 9 94 13%
Ml 114

"
2 8 36 „
63 U 848 27% 27%

17. 187 %
27108 ano 75
72 9xM
£811
27

84 33% 94
28 1136 6-W 9-32 0-32— VS!

20. 78 41% 41% 41% — %
43 5 200 W% 10% Wa+ %
03 M5 15% 14% «%+ %
33181984 63% a 83%-%

297720 23% 22% 21 - %
L4 12 2102 42"_ 42% 42%+M t67 10 8% M + %
3316 194 16% W% -W%- %

41 11 1% 1% 1%+ %
81 756 30% 80 30%+ %

LS 12 88 3B>% d)ir% 318%+%
43182184 24% 23% 24 +%
1323 68 21 20% 20%

2 *

s

12. 2712 A A A+ %
£9 12010
&2172IB2 58
73 8 94%

116 816 10%
289 10 9% 10
ID W% ta% 19%

56118000 BA 88 B%+ %
407 40 48% 48%

10 7 2A 2A 26%+ %
20 TO SMB 86 35 36%+

A

1368 78 3A M% 88% — %
£4 944446 84% 34% 34%+ %

7 2M 8% A A+ %
-Hi W 10 10 10 - %« 8«U 23% «% B%+ %
,J

26 - Si ^ ST ^
23 826 T3 12% 12% .4216 110 47% 47% 47%+ %
41 11 3t 18% M% «%+ %
n. 6 60 A 6 A+ %
13« i o% 0% •%— 1% 1 ~~T'

l
T2% VV- %

iss-iAn 302 ..
3ZM 1115132%
23 M 1MB 85%
S3 • 907 27

122 2% 2
MB 6% 4
4 ED%

2328 2M 20

1L 3 »%
17 3 24% ...

87 2 22% 22
6 128 S%48

11 MM W%
317 6 2A _
£7 18 SO) u52*» 81
23 10 210 21% 20
2316 MO 23%
83 MS 61% 60

36 6 29%
27 5364 37%

20.121 6 4
14 W Mj%
4310708 4A
£0 11 IS 24.
47 4 M%
2L 68
3.1 2M
£1 1 _ ... . .

S 4B 4 3% 4 + %
36 1 IMS 1

33 xMO MO HO 100 +1%
21. 82 A A
7328 1» 12% 12%
83 » 418 40% 88%
13 230 M 10%
33 2*00 24% M% ...
37 2 2A 2A 2A
£0164196 46. 44 44%+ %
£3 M 1078 8A 84% 35%+ %
8321 684 28 22% 22%- %

7 94 TA H% «%'+ %
312 SO 18% 18 » . .
83 11 2S% 23% 28%+ %
83 48668 18% dM% 17%-1%
33 M 964 AS
40 0 2 22% 22 .

320 227 40% 4A
LS 26 A 6

SIC*

$-4

mt

nsefc Wr. YVLE MOBMgta tew QaocaOoaa

»% 31 litoay pOTS
8% 1% Unft

21% T3VUAM 36
17% MVUBrand 3D
33, 34% Untwa £32
23% 20 UBk) (*270
M% 11% UnUnd 34
11% 6% UKtafl 79a
9% 2% IMHM
2% 1% UMte
54% 83 umrta.129
2% 1 USHom
27% M%USShM .46

61% 29% USSurg 30
78% SS% USWeei £78
57% M% UnTadi 140
07b 40% UnTTal 2
17% 16% UWR 38A 6% IMbda
17? 11% Ltalvar tdo
88 28% UnrtCp 130
28% MVuavFda
M% 11% Unvt* 148A 0% UBtakftA 1% UrAHddOa
8 S%UnUdp4

Z9% 17% Unecai a
42% 27 UpJatM 1

48% SVUSUFE 13A A Utah* 32
21% rr%ua*Co im
28% 25% UMCS pr23t
S3 18% UHlCo on .77

- V
38% 27% VF Cp 1

8% AVMGa L20
is n%vam 30
»% 7% VBitrn .no
26% 26% Valar p*844
22% M% VhlNO £50
2% % VWayin
S% 73? VanOre 40
«% A VKanU 48
to% A vxuTaMa

won n
12% 9% VKUL n74a
28 24 VKmLpfA 2% Vara
30% l8%Vataan 30A 2 Vartty

22% M% Virtty 00138
13% 12 Vaaffia 120aA 1% vaatm
86% 74 VBPP1746
20% t3%Vtewy
SA 3A VtataCtl 130
32 23 VtwanA 1% VUCC
23% 11%Vom
4A 38% VbJeM at12

- W
2A M%WWORai40
16 6% WUS
2A 21%WPLHaU6B
20 12 Waftan a
22% lAtaackM 30
9% % Watone
44 2S% WalMrt 33
»% 28% Waigm 30
20% 29% wares a M
67% 32% WaraC 38
7% 8% VtnCfB Z2S

116 70% WarmL £5B
20% 2AWaaMta 136
20% 24 WUMII 138
81% 20 WWilM £48
87% aB% Warn 30
33 S% WHUwl
27% 20%WtaUa 46
II 6% Waxmc .12
M% 7% WeMO
8% % wadgm
31% 24% Wtaflfll L78
1A 1A Wabi n £2a

' 27%VWaMi 48
16% Wairwi .12

1L 583 36% 34%»% S5$ ,
371 3 2% 2% - %

£0 20 187 U% M% 15%
1311 28 16% M% K%+ %
73 6 367 33% 32^5

BD 29% 23
55 M 41 11%d11%

‘ s a23

S - %

%\48

75 .

38 *5 ’> a
3289911 84 33% 33%- H

443 Xh f% l%+ %
2818 461 20% 20% 30%- %
I.4 34*335 50% 5>% 5B%+ %
6312 1289 78% M% 70%+ %
£1101650 K% 51% 52% + %
2631 868 00% 7A M - %
£129 4 17% 17% 17%-%

88 as 7 7 7
2013 6 16 14% 19
£811 a 89% 38 98. „

15 81 24% 2A 24%- \
II. 12 167 14% 13% B%

a 5% 9% A
£7 S3 2% S% 2%- %

11 6 7% • +1
aso H* 26% 2A .

£7 M 4204 07% 38% ST * %
S3 11 104 44% 44 44%+
tt. 413 9% 9 0
73 » Ml 20% 20% B* .
83 15 27% 27% 27%- %
77 4 S 23 23

-V-V -
3.0 M 237 33% 32% 33% .
34. 512 A 9 9 - %
13 14 30 U% 19% M%+ %
7 U 543 M% 05 14n 15 26% 29% 26%+ %
1176 MS M MV M%- %

T3 16-16 % M-M-1-M
4.1 16 46 Ml* 13% M%+ %
73 213 9% A A .
1L 71 9% 6% 0%+ %

10 13 12 18
7

A

SO W 9%
34 25% 29V

- *%+ %

544 1% 1% 1%
63 S160«67 87 67 +1.

11 66 15% 16% 16%+ %
47 4 TO 38% 88% 38% - %

146 2S% 23 26% + %
49 1% 1% 1%- %

436 W M% 14%- %
£8 13 890 43% 43% 43%+ %
w—w —
63 M 204 24% 23% 84% + %

20 TO A A A-.%
7.1 M MO 23% 23% 23%— %

224 12% 12% 12%- %
23r * -
325
13 IB 1198 43%
1716 41 27% 27% 37
LI 64 4186 03 62% 02-

£4 17 S 6 6% S'

M%A AWCNA
15% I2%MCe pnjo
8% % WUtaan
43% 11 WUapM
M A WUn pB
72% MWUgE £48
22% 17% Waftta a £41
89% 23%n«KPf
33% »WMO 1
32% 23% Wayam 170
4A 33% Wayar pr£63
42% SAMBTd
M% 7% vfMhPtt

46 26 WWMpn
38% 20 tarn* pi

32% ZAtatetpi LB
17% tO%WMHM
86% 27%MMkan 1JB-
n% 7%WHHkn
xC L wowad
20% n% wuqxQ a.10

44% 29% WHDain 1.40

61% 40% W8tm ptL67

41% WlnOto 138
Wtaabg 30

.Wtace* 136
_ . 20% WiacPS L62
«% sA Wico 1.72
»% «VMMW .H
72% «%WdMiLM
H A WtfdCp -

M% V5%WMdV1£06a

s%
-

60 63% Xaraa 8
44% 2B%XTRft J*
as zi% xim ptijs
4% 2 Zapata
13% AZantait AO
»% 11% zatftae

% taZaeLb
i%zmu M
6% Zaotx L20
12% Zero a .40

25% Ziirrta JO
V. ZwtaO Ltd*A ZWU0T1 M

16 6 21% 21% 21%
.

49 5135 u 9% 9 9%+ %
252022 43% 42% 43%- %
IB 1198 46% 44% 44%- %

+ %

22 19 1631114% 112% 1M% + 2
£712 B1U2S% 29% 2A
4.1 201 26% 28
8811 168 29% 9
32B3M8 96 64

12 92% 32 _
£8 7 684 21 20% 21
18 H » A A A .

s r1-7* T-\
£8 22 TO JO"
£0 192 W
13 19 29 83
321 680 83
43 8 471 78

S 1%
43 15 60S 8
1.715 18 19

“m *
13. ft+4

15 A A A- %
t£ 4 16 18 19

184 8-16 % %-VM
7 11% 11% 11%- %

101 Ad 4% 4%- %
84 11 2418 7U% 00% 70%+ %
47 10 20 M% 19%

184 28% 20 28
IS 8 237 21% 26% 2B%+ %
43 92146 28% 26 26%
73 54 36% 89% 89%

MB 40 36% 39%— %
133 19% n a - %
ISO 80 30

Xiao 21 21
3718 97*

95
£5201647 23?

2 438 6l

30 16-16

3M 63 IS 171

23 626 38% 36?
73 M 69 69

S3 31| 3%
02009 M% 11%UN 101 59% 36%

84 on 5% A
03 M 642 89 2A — .
83 12 640 2A 23% 24 + %
4311 066 89 87% 37%+ %
L410 7S2 11% 11% 11%

“S? jasisti
fii

il n a 17
LTM2B1 47%
1215 22 9 0
23« 3 23% 23

•v-z-?
BB * '

88 94

48

A-
,
.

"fc-\
767 12S M‘ 12%+ %
073 S-M0732 5-19+ +32

43 0 55 16% «% »%+ %
M,

“ _

2314
£0M

•,Xh
:

r3 MO 47-32

i5 % « Asrs»
8M 12 11% M + %AAA

ia»48r1ta Yftarty Mu* and tea* raJIactAG auta ph* fta anata maK bta nol M I«m
tradlag day. Whara a aptt or atech rdtetend umndne Id 29
paraani or uoiw haa bftftn paid,A yftftt** hlptwady rang

•-dMdand daettedd or paid te praoodfag a nortteyteteod
in Canadian haute, aWfact to 19M nnn raalttenra tea. IdMilawd
dataarad aflar apM n» or alack Mtadmu. j dMdand paid on
1war, dmMftdL fUtunH, or no sedan tafean at iatau dMdand
niaatlng. a Wrhtead dataarad or paid Ma roar, an accunnilaOvft
laana wMt dMdenda In atium a. nnaur teaua In A pant 02
un taift . The MgMow range DaUna w*di A atari aI Mdlng.
nd-nurt day dfttteary. W6 prtea nnmtega ratio. r*dMdond

.^1^ *2 monihapiu* amek Ahtend.
a atoefc mb. OMdamte uagte tah date ta
1 tavklood p«M to atnek te praoatang tbnontha,
watea on uetaMdand nr antateMteidon data, u-now yvorty high.

tHradteg hUte£ vWn bftiftrupicy or raMteeraMp or betog
raorgantead underA Oanftruptay *A or
tv '

uarraida. H»d«kM or «(-rtM*a. uNa ft* Uiaiinadlon, um-— nut warrant*, y e« dividend and aaJas UtaulL ytd-ytatd.
laa te tuft.

AMEX COMPOSITE PRICES 3pm prfaes
November 22

Stock DtaE MO* I
AT&£ 604
ATT Fd£J0a MO
Aden 8 71
Alitxp 10 12

NbVM 13
AOIn 63 40
AflBMr 1 28
Acts 80 mss
Amtall .W 8 2367
AMMA 32 31 21

AUzaB 32 81 2
AM6U 38
APrac 30 27 43
AStaE 30
AmSwM 73a 282
Ampal 37i M M
AitaBl 376 102

ArcAtak 11 4M
Anatn 8 U
Aoatac 28
Atari 1525
AltaCM 1 TO
Aa&ax OS

- fl-B
B MO 370a 6 61

BAT to 3b TJ 4375
BEN 29 30
BaryRG n a
Barucn 2
EtorgB a 82 IS MO
BtoCp 1.12 IS 4
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BUR A U 8
BtetaHA Atm 2 M
Bonn 34 M 678
BowVal M n
Bowna 30 26 78
Draco g 134 6
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CaiEnao 63 200
Ctaprop fil l
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CftDarA 94 551
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CW*fd n-«-— 0—0 —
DIM
ONG
DaHM M

7 206 17% 17% 17%+ %
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AMERICA

Dow makes gentle rise in

light pre-holiday trading

Events signal end of Italian rights issue flood

WaH Street

A MODESTLY higher bond
market, and a stronger than

expected durable goods order

release for October helped the

equity market to a gentle rise

at mldsession yesterday, writes

Janet Bush in New York.

At 2 pm, the Dow Jones

Industrial Average was quoted

9.17 higher at 2348X0 on low

volume of 95m shares by mid-

session. On Tuesday, the Dow
rose 7.25 to 2,639.29.

Business was fairly subdued
as traders wound down for

today’s Thanksgiving Hobday.
The markets reopen on Friday,

but this is normally a very
quiet day, with many investors

and traders staying away for

an extended weekend.
The only economic news of

note yesterday was the release

of October durable goods
orders which fell 0.6 per cent, a
smaller drop than the 2 per
cent expected by analysts.
However, this figure was bal-

anced by a sharp revision in
the September data which had
originally shown a small rise of

02 per cent hut was revised to

show a fall of 1.1 per cent.

The Commerce Department
said that large swings in
defence orders had strongly
influenced the figures.

The bond market was quoted
around % paint higher at mid-
session, which helped give a
steady tone to equities. Else-

ASIA PACIFIC

where, the focus was on the

dollar which has been weaken-
ing throughout the week, par-

ticularly against the D-Mark
which has been benefiting

from events in East Germany.
The dollar was quoted at
DML8100 at the New York mid-
session, off one pfennig from
earlier in the session.

Equity analysts appeared to

be a little more sanguine about
prospects for the market yes-

terday after the rebound from
the lows on Monday. The sell-

ing had been for a number of

reasons, including rumours
that some arbitrage funds were
In trouble and had been liqui-

dating some of their holdings
of takeover stocks.

Deal issues were particularly

weak on Tuesday but bounced
back yesterday. AMR, the par-

ent company of American Air-

lines, jumped $1% to $65!4 and
Hilton Hotels, a long rumoured
takeover candidate, added
to $94%.
Among featured stocks yes-

terday was Texas Instruments,
which has been enormously
volatile this week. Its shares
jumped $4% to $36 !£ as news
emerged that the company had
been given a Japanese patent
for an integrated circuit.

Avon Products was
unchanged at $36% after news
that the company had agreed
to sell Its Parfums Stem sub-
sidiary to an affiliate of Sanofl

of France.
Holiday Corp gained $2% to

$7214. The stock had fallen $1
on Tuesday on rumours that
its agreement to sell its Holi-

day Inn chain had run into
snags, but then rebounded yes-

terday after Britain’s Bass
group said that the sale was
going ahead as planned.
Chevron rose $% to $63%

amid renewed speculation that
Pennzoil may be building a
stake in the company. The lat-

est rumours follow a decision

by Federal regulators to grant
confidential status to part of a
routine report filed by Pftnwofl
on its stock holdings, accord-
ing to a US press report.
BancFlorida Financial fell

$1% to $8% after the company
said that its thrift subsidiary
would not be able to meet one
of the capital requirements
which take effect on Dec-
ember 7.

Canada
GOLD SHARES were the only
movers in light trading in
Toronto at rnidsession. Profit-

taking led gold issues lower
after American Barrick
announced a C$I10m share
issue.

The composite index fell 9.5

to 3,924.1 on volume of 18m
shares. Advances edged ahead
of declines, however, by 259 to
242. Thomson firmed C$% to
CS16K following news that the
company had substantially
increased nine-month net
profits.

L AST week may have
rung the final bell for
the Italian right* fagflg

revival of 1989.

In quick succession, events
combined to suggest that the
equity investor needs a rest
• a L454bn <$339m) Olivetti
offer was 383 per cent under-
subscribed;
• a Ll.mbn funding by. the
telephone company, Sip, was
delayed until the end of 1990;

• and Pirelli SpA, originally

going for L437bn, reduced its

rights issue price from L2£5Q
to L5U5Q a share.

Sip apart, the tap will not be
blocked, or turned off abruptly.

Rights issues fend to come in
three stages in Italy, from
announcement, through share-
holder approval, to an almost
simultaneous pricing and
launch manoeuvre, says Mr
Peter Streatfiald, a director of
County NatWest Securities in
London.

Offers from Mediobanca and
Gemlna, aimed to raise L680bn
and Lli8bn respectively, did
not go ex rights until last

Thursday, with the opening of
the December Milan stock mar-
ket account According to the
Prime Research Group of
Milan, these two came into the
frame last July and August
However, Mr Roberto

Itafian Stock Market

lire trillion

15

1984 85 86 87 88 89

THE RIGHTS issue situation highlights a certain frustration
over the rale of equity in the Itafian flmmrfni system. This
week Mr Franco Hga, president of the Italian bourse author-
ity, Consob, said the bourse needed Torn pieces of legislation:
on insider trading; on takeovers; on opening pnbfie banks to
private capital; and-on regulating new financial loteraKdi-
axtes (SIMs).

we get part mld-1990 without a law on fodder trading
or the SIMs* be said, “Italy will be totally marginalised
within the European Community.* In other words; a brae
part of its market could disappear to London.
Mr Pfga*B contmente reflected concerns voiced by brokers,

who have watched France and Spain Introduce reforms that
have revitalised their markets.
Proposals to reform Italian stock markets were first

advanced severe! years ago, but have been languishing in
Parliament with little sign of progress recently.

MoreQi, Mr StreatSeld’s associ-
ate director, says the queue of
companies waiting to raise
new equity is unlikely to get
much longer in 1989. Apart
from approaching holidays, the
queue is long enough already.
Mr More111 notes that

Prime's November figures take
in registered, corporate capital
inflows of L9,247bn, with
another L2,764bn on the way.
The total, admittedly prior to
the Sip withdrawal, and any
issues that might spill over
into 1990, comes to U2,000bn
compared with late September
estimates of LiO.OOObn, and
Prime totals of L4,971bn fear

1988, L7,170bn for 1987 and
L14.531 in 1986.

This year's rights issue
revival mostly Jammed itself

EUROPE

into the second
a July/August surge on the
Milan stock exchange where
share prices rose strongly and,
uncharacteristically for the
holiday season, in volume
averaging L350bn a day.

Lately, the market has
drifted In volumes of about caw
third of that halcyon level.
There is little argument that
rights issues, encouraged by
the summer boomlet, contrib-
uted to its demise: profession-
als grew worried about the

weight of. funds being
demanded from the market!
and about the weaknesses of
the wnitami ftmric industry.
The small investor seems

more cautious than be or she
used to be. fa 196436, the for-

Tfatifan mutual*iunds*
1

move-
ment - from zero to a size
almost equivalent to their UK,
unit trust counterparts - had
a lot to do with stock market
prices more than tripling over
those two years.
Stock market nature, of

coarse, abhors any suggestion
of a TOfflnmw, anJ Wflaw nrn-k**d

to the rights issue boom of

198a. This, ironically, was one

component in a subsequent

decline which took share
prices down by more than so

per cent over the - next 22

months. The mutual funds

industry has yet to recover

from that blow.

Mutual funds went into

reverse in August 1987, and

saw two years of continuous
redemptions until this August,

when there was a net inflow or

L138bn. The recovery was
short-lived, reverting to net

redemptions again in Septem-

ber and October.
Mr Mdrelli observes that the

if«nan equity market Is mar-

ginal to relation to the econ-

omy at large, roundly LBOO tril-

lion (million million) to size

compared with 1*1,000 trillion

for both the Italian gross

domestic product and the total

of state debt •

-The bond market is five

times the size of the equity

market,’* he says, "and, to 1990,

It is expected to see govern-

ment bond issues of L736 tril-

lion.
1* Against that, Lll trillion

of equity for 1989 is a drop in a
bucket; Milan will have to

grow up a bit and, perhaps,

slow down its pulse rate to pre-

pare the ground for privatisa-

tion - which could be the new
equity Savour of the 1990s.

Chemicals galvanise investors into action

Investment trusts propel

Nikkei to another record
Tokyo
SELECTIVE buying, encour-
aged by the yen’s firmness
overseas, sent the Nikkei aver-
age to a new high for the sec-
ond day running, writes
Middyo Nakamoto in Tokyo.
Buying by investment trusts

for newly launched index
funds was largely responsible
for a strong, early rise in the
Nikkei, which climbed nearly
200 points in the first 15 min-
utes. The firm tone persisted
throughout the day, leading
the Nikkei to a peak of
36387.65 before it closed 227.05
better at 3638632. The day’s
low was 36,09739.
Advances were nearly dou-

ble declines at 610 to 307, while
207 issues were unchanged.
Turnover showed a further
improvement to 922m shares
from the 804m traded on Tues-
day. The Topix index of all

listed shares posted a strong
gain of 19.55 to 2,73730; in Lon-
don trading, the ISE/NIkkei 50
index rose 2.72 from the Tokyo
dose to 2,07234.
Mr Hiroshi Taguchi at

Nomura Securities attributed
yesterday’s strength mainly to
buying by funds linked to the
Nikkei index. If it is large
enough, a single fund such as
theYMbn NlkkeHinked fond
seen in operation yesterday,
can easily push the index up
by more than 200 points.
Buying continued with rela-

tive optimism, even though the
market will be closed for the
Labour Thanksgiving Day holi-

day today.
Several new funds were tar-

geted at large capitalisation
issues. Steels benefited, with
Nippon Steel rising Y15 to Y755
to heavy trading and Kobe
Steel advancing Y14 to Y744.
Sumitomo Metal Industries

topped the volumes list with
393m shares traded and gained
Y20 to Y770. Besides being con-
sidered relatively cheap, it

attracted hopes that better
trade relations with the Soviet
Union would help sales of its
«»aml*»KH oil pipes.

Speculative interest kept
Sumitomo Metal Mining, up
Y20 at Y1.610. to the limelight
It was also helped by the pros-

pect of higher gold prices, fol-

lowing growing demand both
domestically and abroad.

Mitsui Real Estate attracted

interest because of the forth-

coming listing of a subsidiary
on the second section of the
Tokyo Stock Exchange. It was
argued that the subsidiary's
share price, expected to rise to

between Y6.800 and Y8,Q00
upon listing, would make Mit-
sui Real Estate’s price look
cheap by comparison. Mitsui
Real Estate climbed to Y3320
but finished down Y20 at
Y3.160 to the second busiest
trading of 23.4m shares.
Buying in large capital

issues supported a 15634-point
rise in the Osaka index, lifting

it to a third consecutive record
of 37,45733. Orix, the country’s
largest leasing company,
advanced Y430 to Y6.830 on
expectations that its earnings
would be revised upwards.

Roumtup
THE RISE and rise of the gold
price, and difficulties among
the dealing fraternity were
probably the two most impor-
tant features to the Pacific
basin yesterday.
AUSTRALIA had another

gold rush, as the metal traded
over US$8 higher at about
US$40730 an ounce, the gold
index jumped 583 (3.4 per cent)

to 1,806.0 and the All Ordi-
naries tatfryr finished 8.4 higher

at 1337.7. Turnover was 150m
shares and A$301m, up from
106m and A$179m cm Tuesday.
CSR peaked at A$532 in the

morning, on a 59 per cent rise

to first-half profits, but dosed
only 2 cents higher at A$5.12
on a US$650m deal to buy the

quarrying and concrete prod-
ucts group, ARC America of
the US, from Hanson Indus-
tries. ANZ Banking Group rose
2 cents to A$538 on a 43 par
cent rise to profits.

Meanwhile, Bond Corp and
some of Its associates, includ-
ing Bell Group, were
suspended from trading for
failing to meet a deadline to
send animal reports to share-
holders.
NEW ZEALAND fell as

Fletcher Challenge, which
makes up about 21 per cent of
the Barclays index, was
marked down 11 cents to
NZ$431 on a current year fore-

cast Of an earnings per sharp
fW.ibip mid a cut to dividend.
The index fell 1133 to

2,070.57. Sentiment was not
helped by the suspension of
Jordan Sandman Futures from
the New Zealand Futures
Exchange, after it defaulted on
a margin rail

SINGAPORE attracted insti-

tutional buying at home and
from abroad, which pushed the
Straits TTmes industrial index
up 1235 to 136137, Us third
gain this week. Turnover
picked up from 41m shares on
Tuesday to 66m.
National Iron and Steel Mills

rose 25 cents to S$730 on news
that it was taking a 40 per cent
.stake in a joint venture with a
leading Chinese construction
company. Its warrants put on
15 cants to SS2.10L

HONG KONG had a thin
day, with the Hang Seng index
drifting 5J7 lower to 2312.02.
Turnover slipped to HK$TT0m
from Tuesday’s HK$887m and
properties, strong earlier this

week, saw some profit-taking.

There were suggestions that
some investors may have been
selling shares to order to cover
short positions in the gold mar-
ket as the bullion price soared.
TAIWAN found no respite

from the selling and the
weighted index shed 10332 to
939538 in lower volume

IN THE absence of a lead from
Wall Street, or from the holi-

daying West German market,
it was up to individual shares
to provide the excitement in
Europe yesterday. The chemi-
cal and defence sectors were
both prominent, writes Our
Markets Stqff.

PARIS was kept reasonably
busy with stories in individual
stocks, although the overall
market ended the last day of
tiie monthly account only mar-
ginally higher. Turnover
unproved, to an estimated
FFriUJbn, but was still rela-
tively subdued. The OMF 50
index was up 2.78 at 50138.
Defence stocks were

after taking a battering on
Tuesday. Thomson, which had
fallal 7 per cent on concern
over the proposed US defence

ATHENS rallied on
Tuesday’s news that politi-
cians had agreed to form a.

coalition government. The
all-share index rose 27.89
points, or 53 per cent, to
502.72 — breaching 500 for
the first time since the inde-
cisive November fi elections.

9210m purchase of Parfums
Stem from the Avon group; it

had earlier risen to FFr1,019.
Rhdne-Poulenc recovered
FFr115 to FFr2310 in anticipar
tion of today’s government
plans for the reorganisation of
the state chemical sector.
BRUSSELS attracted domes-

tic and foreign interest for
selective stocks, and the wh
market index added 3233 to
638109.
Talk of the restructuring of

the French chemical industry
boosted chemical stocks in tin
final half hour. Speculation
that Tessenderlo could -be
taken over by Elf Aquitaine of
Franca pushed it up BFrSSO, or
9 per cent, to BFrl0,500. soL
vay, the largest Belgian chemi-
cal group, rose BFT125 to
BFH4300.

Society Generate de Belgique
rose BFxSO to BFr3,435, anrid
rumours that it might merge
its non-ferrous tnutais inter-

ests. There was also specula-
tion, hi Milan that Mr Garin de
Benedetti might sell his
remaining stake.

MILAN finished in
moderate trading, as stranger
performances by De Benedetti
group companies and insur-
ance shares offset early losses
in the chgmicais sector. The
Camit index edged up by 0.41

to 66539.
The postponement until late

next mouth of legislation offer-

ing fiscal breaks for corporate
mergers continued to depress
Montedison, L20 lower at
LI330, and Bniwimrt, down Lll.
at L1392.
De Benedetti’s key

.
holding

company, Cir, rose L65 to
L5455, taking Olivetti up L115
to L7335. Olivetti has been
prone to market weakness
recently; nil so baH the insur-
ance sector, where Generali
rose 1320 to L41300 and Ras
put on L400 to L27300.

ZURICH edged up in light
trading, the Crddit Suisse
index rising 2J. to 605.7. Nestid
was prominent, its bearers
adding SFr95 to SFr8X00 and

shares SFrl20 to
on a forecast that

will; rise by 15 per cent
year, and In 1990.™swri fell to its lowest

level since March 1988 as a rise
in short-tom interest rates
continued to damage senti-
ment. The Unites all-share
index lost 153, or 2.7 per cent,

to 5913.
STOCKHOLM also suffered

from rising interest rates and
declined in quiet trade. The.
Affersvdriden General Index
dropped 193, or 1.7 per cent, to
3.1263.

Gloom was reinforcedby the
publication of the annual
autumn report from SE-Ban-
km, the largest Swedish bank,
predicting that the tax reform
to be introduced next year

would raise 'inflation and slow
down economic growth.

Class B shares in Electrolux,

tiie domestic appliance maker,
fell SKr7 to SKx240 after it

reported nine-month earnings

at the low end of expectations.

AMSTERDAM was pleased
with the insurance companies'
third-quarter figures and the
CBS tendency index rose 13 to

178.2, but volume was
extremely low at FI 365m.
Amev added FI 130 to FI 58.10

and NatNed 90 cents to

FI 68.10.

MADRID edged higher after

Tuesday’s setback, the general
indent gaining 1J8 to 299.16.

SOUTH AFRICA
LOCAL AND overseas demand
helped gold shares rise sharply
-for a second day in Johannes*

as the bullion price
: further piiw.

cuts, recovered FFr130 to
FFr154. But Avions Dassault
plunged FFr35 to FFr530.
CGE was actively traded and

attracted buying, notably from
the UK, rising FFr9 to FFr483.
It announced that its subsid-
iary, Alcatel, was to merge its

satellite activities with those rtf

state-owned Aerospatiale.
Cetetem, the consumer credit

subsidiary of Campagnie Ban-
caire, jumped FFr35 to FFr617
after strong nine-month figures
from the Bancaire group, of
which it is the most profitable
division- Bancaire itself, sensi-

tive to. high interest rates, rose
just FFrl to FFr625.

Pechelbronn, the holding
company, initially fell FFr5 to
FFr1,610, dose to the indicated
"support price” of FFr1300 for
minority shareholders under
the anti-takeover plan to turn
it into a limited partnership.
But speculation that the AGF
insurance group, a substantial
shareholder in Pechelbronn,
would fight the plan pushed
the price up FFr35 to a closing

FFr1350.
Sanofi, the pharmaaraticals

company, fell FFr24 to FFr986
after news that it would issue

L4m new shares to finance its
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Australia (85)

—

Austria (It

Belgium ——

—

Canada (122)
Denmark (36)
Finland

“
France (IS

West Germany (98).
Hong Kong (46)..

Ireland (17)
Italy (97)
Japan
Malaysia
Mexico (13)...

Motherland (43)..

New Zealand (18)
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Singapore (26)
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—
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—

USA (546)
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Dollar
Index
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%
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Index
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Currency
Index

Day’s change
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currency

Grass
Div.

Yield

US
Dollar
Index

Found
Sterling

Index
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Currency
Index
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ago

(approx)
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144.86 -0.6 13631 136.83 -13 1.78 145X6 13834 138.88 17232 92.84 8931
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285.43 -on 270.14 825.43 -0.7 033 28739 273.78 830.96 326.61 153.32 174.38
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Europe (995)-... — 12435 + 0.4 1173Q 11736 -0.3 336 123.81 117.74 11837 132-96 11233 11535
Nordic (121) — 167.19 +03 158.24 153.06 -0.5 136 166.77 158.69 15333 17838 137.95 12932
Pacific Basin (668) 182.03 +0.4 172.85 165.98 +0.0 0.72 18137 17235 168.02 184.72 160X4 18533
Euro -Pacific (1663).....- 159.40 +0.4 15036 146.78 -0.1 1.63 158.72 15034 14632 18638 141.56 15732
North America (666)—

-

138X6 + 0.0 131.06 137.18 +03 3.36 138X4 131.68 137.16 146.66 112.79 109.45

Europe Ex. UK (690) 113.79 + 0.4 107.70 109.04 -OX 234 11333 107.77 108-52 11831 86.30 pnan
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World Ex. UK (2089) 151.61 +0.3 143.49 14434 -0.1 231 15130 143.79 144.61 158.04 13638 13730
World Ex. So. Af. (2344).. 150.44 + 03 14236 143.36 -0.1 9,99 150.01 14238 143X5 15532 136.67 13734
world Ex. Japan (1949)... 13331 + 03 126.17 129.81 -0.1 3.50 133.08 12636 129.89 140.43 114.51 11237

The World Index (2404)... 150.54 + 03 142X8 143.38 +03 233 150.11 142.75 143X5 15539 136.68 137.71

ABSOLUT PERFECTION.

Copyright, The Financial Times Limited, Goldman, Sachs & Co., and County NatWest Securities Limited. 1987

Latest prices were unavailable (or this edition.

.1

; *

William Cochrane examines the effect on the market of the current demand for funds J

1

i

\

i



missed out on
Japan's post-war

economic success. In

.

^ recent years its

primary industries have suffered

badly and unemployment is high.

An ambitious programme has now
been launched to rejuvenate the

economy. Ian Rodger reports

Tokyo's Y20Qbn (£88lm) plan to
build a nuclear fuel reprocess-

ing plant at Horonobe on the
northern tip of the island.
Even the prefectural govern-
ment is opposed to that proj-

ect
Hokkaido people are mostly

the descendents of colonists
who began to enter the Island
in 1869 from all over Japan.
(One pleasant legacy of this

mix of people is that Hokkaido

A chance to
catch up

Sapporo, Hokkaido”* principal cHy; It Is tho commercial and poBOcal contra ol the Island, and is tha natural lumping off point for visitors

people speak Japanese
extremely clearly. Presumably,
they had to abandon their own
dialects and they did not
develop a new one.)
At that time, the Japanese

government, fearing the expan-
sionist tendencies of Russia,
decided on a policy of populat-

HOKKAIDO, which has been
something of a neglected
cousin during Japan's post-Sec-
ond World War war economic
boom years, at last appears
poised to take its place in the
sun.
The second largest and

northern most of Japan’s four
main Islands, HoMMUQ Is the
country’s last frontier, a spa-
cious, relatively underdevel-
oped region with a variety of
natural resources and a hardy,
diverse people. Because the
island was not colonisedby the
Japanese until the mid-I9th
century, its social structure
and business culture are much
more fluid and open than those
in other parts ofJapan.
At a time when the Japanese

economy seems to be bursting
at the seams and when more
and more Japanese people are
looking to improve the quality
of their lives. Hokkaido offers

possibilities that simply da not
exist elsewhere in the archipel-

ago.
Up to now. Hokkaido’s main

role in the Japanese economy
has been as a supplier of food
and raw materials. The fish-

eries off its coasts provide 16
per «mt of Japan’s total hanl ,

its forests yield IS per emit of
the country’s timber output.
Its agriculture is bigger, more

varied and operated on a much
I&QZe sraltt than that
elsewhere in Japan. Hokkaido
produces about a third of
Japan’s fresh milk, potatoes,
grains and beans.

Until recently, Hokkaido was
also the main supplier of coal
for Japan's power plants and
steel mills, but this high cost
industry is being run down
because the government can
no longer justify protecting it
This economic profile indi-

cates that Hokkaido has not
participated fully in Japan’s
rapid post-war redevelopment.
Indeed, its economy has grown
at only about half the national
rate in recent years and manu-
facturing occupies only abouta
quarter of the total industrial
structure compared to a
national average of 40 per cent
To make matters worse, it

has been the primary indus-
tries based in Hokkaido that
have borne tbe brunt of inter-

national pressure on Japan in
recent years to open Its mar-
kets and integrate its economy
with that of other countries.
The fisheries have been

stunted by International agree-
ments, coal production is being
run down, agriculture is being
hurt by the removal of protec-
tive barriers and public utili-

ties are increasingly being

Hokkaido bag the Island. Japanese con-

tact with the island goes back
as far as the seventh century,
and the Tokugawa shoguns set

up outposts on the south-west-

ern peninsula from the begin-

ning of the 17th century- How-
ever, official interest in the
island fluctuated over the next
200 years, depending on fears

of the Russians and relations

with native Ainu people.

These main themes in the
island’s history are still pres-

ent A territorial dispute over
four islands in the southern
Kurile chain occupied by the
Soviet Union in the closing
days of the Second World War
continues to plague relations

between Japan and the USSR.
Most of the refugees from the
islands, known in Japan as the
Northern Territories, came to
Hokkaido, and the matter is an
everyday concern of the prefec-
tural government.
So too is the status and role

of the Ainu in Hokkaido and in

Japan. The Japanese Govern-
ment does not recognise the
Ainu, who may number from
25,000 to 50,000, as a minority
people, saying that they are
integrated with other Japa-
nese. But Ainu leaders are
becoming more aggressive in
pursuing what they see as
their legitimate rights, and are
seeking support from interna-
tional Institutions

.

forced to pay their own way.
The biggest source of redun-
dant labour in Hokkaido in the
past three years has been from
the rmtwrnal railway. As one of
ttiA regional epHtfaa in prepa-
ration for privatisation, JR
Hokkaido has had to shed
some 80,000 employees.
Not surprisingly, Hokkaido’s

unemployment rate is much
worse than the national aver-
age. The job offers to vacancy
rate is about 0.5:1 compared
with the national average of
135:1. Wbrae, a net oot-migra-
tion trend has emerged. Last
year, for the first time in the
postwar period, the population
dipped by 1J300 to &68m, and
the trend could accelerate this
year as nffjrfaiw from labour-
short companies in Honshu
have started to come to Hok-
kaido to poach people.

Thus, the Hokkaido prefoc-
tural government, with much
support from the national gov-
ernment, is trying hard to reju-
venate the island’s economy.
Last year, it launched a 10-year
development plan, built around
15 strategic projects winch it

hopes to implement iinring the
period. The 15 are divided into
live categories, according to

their objectives; these are
improving the industrial base,
making Hokkaido more cosmo-
politan, renovating transporta-
tion systems, developing com-
puter-based information'
systems for public services and
improving the quality of life.

The projects themselves vary
from the breathtakingly ambi-
tions, such as the establish-

ment of an spacecraft launch
centre on the island, to the
whimsical search for new ways
to make people enjoy Hokkai-
do's cold, snowy winters.

-It is not clear why 15 pro-

jects were chosen; officials

admit privately that most are
unlikely to mm»h head-

1 way. The one they put the
'most hope on is the develop-

‘

meut of Sapporo’s Ctritoee air-

port Tourism is probably Hok-
kaido's best hope in terms of
industrial development now
that Japanese people are
becoming more interested in
leisure, and so a large efficient

airport is a necessity.
• Already, the TokyoSapporo
air route is the busiest in the
world with more than 6m peo-
ple flying it in the year to
March 31 1989. With many
resort developments under

way, t£ will get much busier.
Also, the increasing congestion
at Tokyo’s Narita airport has
opened an opportunity for Ctri-

tose to become a freight han-
dling centre.
Hokkaido’s governor, Mr

Takahiro Yokomichi, is opti-
mistic about the project to
build a high speed, magneti-
cally levitated (maglev) linear

motor car line from Chitose to
the centre of Sapporo. Many
Hokkaido officials were
depressed when the national
government earlier this year
chose Yamanashl prefecture,
west of Tokyo for the next
round of maglev
but that does not necessarily
rule out the other.

The Sapporo-Chitose line
would cover a distance of 45
km over flat terrain, and so
could be built based on already
proven technology and, in Mr
Yokomichi’s view, can be
financed privately. It would be
a welcome addition. At the
moment, the road trip from
Chitose to the centre of Sap-
poro takes at least an hour.
Among the other projects,

the most promising ones would
appear to be those that capital-

ise on Hokkaido’s natural

advantages to develop the food
processing and information
industries. Mr Yokomichi
believes that Hokkaido’s
relaxed lifestyle, social climate
and clean environment are
themselves advantages that
will attract people and indus-
tries to the island.
There is some evidence that

these efforts are already bear-
ing fruit Last year, 204 compa-
nies from outside Hokkaido set

up operations on the Island,
the second largest inflow rate
among the country's 47 prefec-
tures. This year's inflow prom-
ises to be higher, officials say.
Another potential source of

growth is the military. Hok-
kaido Is strategically located at
the southern end of the Sea of
Okhotsk. It is assumed that a
Soviet invasion, if it occurred,
would come through Sakhalin

island to the north-west Also,
in the event of tension, the
Japanese self-defence forces
would attempt to block the
access of Soviet ships to the
open Pacific at the Tsugarn
Straits between Hokkaido and
Honshu and at the Nemuro
Straits between HnUrnidn and
the Kuriles.

Thus, Hokkaido is where a

large portion of Japan’s self-de-

fence forces is stationed, and
their contribution to the island
economy is already significant.

However, as Mr Haroo Hayak-
awa, director and secretary
general of the Federation of
Hokkaido Chambers of Com-
merce and Industry points out,

there are no military equip-
ment industries on the island
and not even any machinery
repair facilities.

As in most developed coun-
tries, the attitudes of Hokkai-
do's people to the Idea of accel-

erated development vary
considerably. There is enthusi-

asm in the business commu-
nity but strong opposition in

some segments of the public.

For example, last year Hokkai-
do's first nuclear power plant
opened and a second unit on
the same site is due to start

next year. The business com-
munity wants nuclear power
because it will enable the local

utilities to reduce the gap, now
about 10 per cent, between
Hnkkairin electric power rates

and those in Honshu.
But, as in other parts of

Japan, an anti-nuclear move-
ment in gathering strength. It

is felt most strongly over
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The Hokkaido Takushoku Bank, or "Takugjn", is unique among Japanese
financial institutions.

Founded in 1900 to help finance the economic growth ofHokkaido, we have

contributed to the success of all those businesses — big and small — that have

sinceturnedJapan’s northernmost region into a powerful magnet for domestic

and overseas investment
These indude private farms and tiny fisheries, state-of-the-art medical

research facilities, major resorts, international airports, magnetic levitation

railway systems, and Japan’s first space and aviation center, to name a few.

Meanwhile, we’ve expanded our services into all fields of commercial and
investment banking activity in all major financial centers.

If you haven’t yet considered Takugin as a banking partner, perhaps it’s

time you did
Think how your business could soar.

The HokkaidoTakushoku Bank,Ltd
just call us TAKUGIN-

Bead Office: 7 Nishi 3-cbome, Odori, Chuo-ku, Sapporo 060, japan Phone: 011 (271)2111 Telex: 932533 Cable Address: TAKUClN Fax: 011(2501839

|,

-nallrtaal fr— DbUw 3-13. Nibombashi l-chome, Cbao-ku, Tokyo W3, Japan Phone: 03(272)6611 Telex: J22804 SWIFT HTAKJPJT Fax: 03(278)823

1

Overseas Network: New fork, Los Angeles,' Seattle, Chicago, Houston, Toronto, Mexico City, London, Brussels, Zurich, Frankfurt, Bahrain, Singapore, Hong Kong, Shenzhen, Guangzhou, Beijing, Seoul, Jakarta. Sydney



( HOKKAIDO 2 )

FINANCIAL TIMES THURSDAY NOVEMBER ZJ 198?

Pi

n
Ar
Bi
Bi
Ei
Cl
Bi

fa
fa
fa

H
b
J;
M
Pi

H.
u
Pi

to

B
ft

Ei

fa

G

David Lascelles on an island economy languishing behind the rest of the country

In danger of being left behind
HOKKAIDO'S wooded
mountains and green meadows
are a sate sign, of where its.

riches lie: in natural resources

and wide open spaces. All are

fo desperately short’ supply m
crowded, modern day Japan.
But even though this splen-

did natural endowment has
earned Fnirkairin the reputa-

tion as Japan's lung, its rice

howl, its dairy and even its

stud farm, the people of the

island have mixed feelings

about it

Over the past 10 years they
have seen the rest of the coun-
try enjoy one of the most amaz-
ing booms seen anywhere in

the post-Second World War
world - while their growth
has languished, and their

industries have become
steadily more outdated.

On average, Hokkaido has
grown at about half the rate of
the country as a whale during
the 1380s. It also has one of the

more antiquated economic
structures m Japan, marked
particularly fay its traditional

orientation towards agriculture

and primary industries.

This means it has a low
manufacturing capacity, mint
mal foreign trade, and a heavy
dependence on public sector
investment - a rahc of the old

days when the island was con-
sidered “pioneer territory” -
and all distinctly anachronistic

to anyone accustomed to the

industrial powerhouses of Hon-
shu.
What added to the problem

was that much of the industry
which did exist in Hokkaido
was highly vulnerable to the
winds of change. The scaling
down or total elimination of
traditional activities like the
railways, shipbuilding, steel

and coal mining (which once
accounted for 80 per cent of
Japan’s coal output) have also
left large gaps in economic life.

Even fiahmg
, once a main-

stay, has been bit by the estab-
lishment of 200 mile zones
along the Pacific rim. Though
it occupies 22 per cent of
Japan's land mass, Tfakkaidn
accounts for only 5 per cart of
the population and less than 4
per cent of its gross national
product, and it feels its stand-
ing is slipping.
AH this is relative, of course.

Many industrialised countries
would be more than happy to
have achieved Hokkaido’s
growth rates and to boast
bustling, modern cities like
Sapporo with its office blocks
and efficient subway system.
But tiie message that comes

across loud and clear In Hok-
kaido these days is that it is in
danger of being left behind. It

must modernise its economic
structure - and it most do it

itself because the days of cen-
tral government hand-outs are
over.
“Were determined to cease

being a docile market," says
Mr Tetsuo Shimokawa, general
manager of the research
department of the Hokkaido
Bank, one of the island’s lead-
ing financial institutions.

The plan for Hokkaido's eco-
nomic future, which has
emerged as a kind of consensus
between government and the
local commercial community,
is designed partly- to make
much better use of the island's

natural riches, but partly also

to seise a share of Japan’s new-
est industries.

One legacy of heavy public
investment is a well-developed

infrastructure: the roads and
railways are good, and the
completion of the Seikan
undersea railway tunnel last

year has created an umbilical

cord with Honshu (though Its

effects are only gradually mak-
ing themselves frit).

The island’s main airport at

Chitose is new and capable of

expansion, possibly with an
international cargo centre. AH
this means the Island can cope
with a considerable amount of
industrial growth, particularly

since neither land nor labour
are in as short supply as they
are further south.

Tourism is a natural focal

point, and a large amount of
investment Is already going
into the island's national parks
and skiing resorts. About 3m
tourists visit Hokkaido each
year, the aim is to get that
number up to 5m within five

years.

Food processing is another.

At the moment Hokkaido adds
comparatively little value to

pro«lu«?
e*OC*U,r**

the output of Us farms and
Twills, leaving plenty of scope
for expansion, particularly now
that production can more
readily be distributed to the
rest of the country through the
SgflBm tmniri

But same of the most excit-

ing prospects He in the area of
new technology. Hokkaido is

keen to attract the Informa-
tion-related IrwirariTrfott and hqo
already had some success
through initiatives like the
Techno Park on the outskirts

of Sapporo where a number -of

high-tech compantem, targe and
small, are now located.
A total of some 250 software

companies with annual sales of
the equivalent of llbp now
operate in Hokkaido, and thrir
growth rate is in tire order of
20 per cent a year - so the
island does already have a
stake in new Industries. The
Ministry of International Trade
and Industry has forecast that
the value of information-re-
lated industries in Hokkaido
win increase eightfold between
1987 and 2000.
Biotechnology is another

area targetted fin- growth. The
prefecture government ' was
particularly gratified when
NOVO, a iMfltHE Thmldi mm.

facturer of enzymes, chose to
locate Its Japanese plant in
Hokkaido in 1983. Plans in this
sector also Include the Hok-
kaido Industrial and Medical
Complex (Himex). a grandiose
project which will engage in
research, education and treat-

ment of organ transplants.
Some plans even have a

rather raturistc air about
then: for example, a magnetic
levitation train system which'

Graduate

TWELVE years ago, Mr
Hlrnyiiiri Hattori and three
graduate school colleagues
from Sapporo decided to set up
their own computer software
company. Today, the four of
them are still in their early 30s
and their company, called
BUG, is typical of the small
enterprises that Hokkaido
wants to encourage.
BUG has just moved into

smart new headquarters in the

Techrio Park, a government-
sponsored industrial zone on
the outskirts of Sapporo sur-
rounded by woodlands and
fields. At the centre of the BUG
building stands a piece of rodk,
water welling up from a deep
round hnin in the — a
sculpture by Isamu Noguchi,
the filmed Japanese-American
sculptor, which the plflcf

a cool and calming tone.
BUG employs about 70 peo-

ple and is owned by its found-
ers, its employees and by MTU
which provided some of the
start-up finance. It has an
office m West Germany and
has now begun to specialise in

software and systems for print-

ing production.
Mr Hattori believes that

BUG’S success in the more
out-of-the-way environment of
Hokkaido is indicative of some
of the changes that are nranfag

about In workers’ expectations,
as the stresses of life in
Japan's industrial heartland
become too great
“Young people’s hopes have

changed,1’ he says. “They are
not just after money now. Sap-
poro is one place where they
can pursue new values."
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local economists believe could
be operating fay 2000. Hokkaido
also wants to become Japan's
centre for the aerospace indus-

try, and is studying ways of
TwqfHng a Space taimrii farilfly

on the TBfattd.

A little filffiw to fruition is a
micro-gravity research centre
based on a disused coal mine
where scientists can test zero-

weight conditions fay dropping
substances down a 750 metre
shaft in special containers.

K all tins comes about, Hok-
kaido could indeed become a
pinfo for tint 21st century. But
the fact is that so for relatively

few outside industries have
chosen to locate there, the
problems being partly commu-
nications, paruy pJtiwur most
Japanese think of Hokkaido as
a distinctly inhospitable place,
and with the notable exception
of Novo, foreign companies
have been sfandnfffnii

The cost savings for indus-
tries locating there are also not
that great wages are dose to
the national average, and worrm

costs Hke communications and
heating are higher.
But Mr Kazuo Nqjfana, gen-

eral manager of the research
department of the Hokkaido
Takushoku Bank, argues that
mounting pressures on land
and labour elsewhere in Japan'
wfll steadHy increase Hokkai-
do's attractions to business.

“We may suffer stagnation
at the moment, but in five to 10
years the future will look
bright,” he says. He paints out
that land, for example, costs
one tenth what it does in
Tokyo. As for the quality at
fife, the average new house is

100 square meters, nearly doa-
ble the Tokyo figure.
He believes HnfctaMn should

aim to get its growth bad to
the national average, say 4 per
cent a year.

INDUSTRIAL DEVELOPMENT

Prospects for growth
pinned on tourism

INDUSTRIAL development is

the main concern of both pnb-
-He- and private sector authori-

ties in Hokkaido. Tin island
has been almost unique among
regions of Japan in suffering

all the disadvantages of the
yen’s revaluation four years
ago

.

— mainly-
of mature industries - and
reran of frit* aHronfogTH?
Unemployment has risen

and out-migration has beemna
a serious concern. Conse-
quently, aH hands have been
turned to the task of develop-
ing ideas for rejuvenating the
economic base.
There are essentially three

TTMfTi strategies in the island’s

industrial development policy:
Taking advantage of Hokkai-

do’s natural attractions to
develop leisure industries.

Improving the competitive-
ness of Hokkaido’s existing
industries.

Attracting new manufactur-
ing companies to Hokkaido.
The island’s latest Id-year

development plan, which
began last year, features 15
so-called strategic projects,
which are aH designed to sup-
port progress In these three
areas.
Thanks to a combination of

physical factors, tourism prob-
ably offers the greatest poten-
tial for contributing to eco-
nomic growth. Hokkaido is big,

tmerowded, has a variedtopog-
raphy and has hot summers
and cold, snowy winters. While
that may seem an unexcep-
tional combination to Ameri-
cans or Europeans, it is highly
rmnmnl In want Atria As Mr
Noboru MJyaabfta, director of
tourism development for the
Hokkaido government points
out, Hokkaido has no rainy
season. Other parte of Japan

Grose pnxhaotlott and awriemiiwd stmetors tflUtt"

As in most large Japanese
cities, just about every budd-
ing in the centre of Sapporo
seems to be a hank. AH the
familiar names are there: Mit-
subishi, Sanwa, Fuji, Sumi-
tomo. But the sign that stands
out above all the others is a
white fir tree against a blue
background.
This is the HnfclraMn Taku-

shoku Ginko, the only one of
Japan's 13 city banks which is

based in Hokkaido. Its tibwip is

such a mouthful even for Japa-
nese that it calls itself Takngin
for abort- - . -.nr.-..
The bank’s means

“development of a frontier
region”, a pointer to its early
history. It was established by
the government in 1900 to
finance Hokkaido’s young
economy, which it did for half
a century. But after the last

war it was converted into a
regular commercial bank, at
which paint it began to expand
down into Honshu and, eventu-
ally, abroad.
Today, Takugtn has assets of

just over Y10.6 trillion (million
million) which makes it one of
the smidlest of the city banks.
Although a good part of Its

business is still rooted in the
Island’s economy, more than
half its revenues now come
from elsewhere, and that pro-
portion is still growing. For

FINANCE

Beyond frontier banking
example, one third of its 200
branches are outside Hok-
kaido.
The bank also has a budding

international business which
includes 25 foreign offices in 14
countries located mainly in
south-east Asia, Europe and
the US.., ...... . ...
However, one of the bank’s

main aims continues to -be to
finance the local economy,
according to Mr Hiroshi
Yamauchi, the president.
These days, that has less to do
with development than with
forilztafiiig the restructuring of
Hokkaido into a modem region
with an up-to-date economy.
This considerably more com-
plex task involves the provi-

sion of advice and research as
well as finance , and promoting
Hokkaido's attractions to the
outside world.
like many HOktaridans. Mr

Yamauchi believes that the
island's attractions to outsiders
will grow as the pressures
mount on land and people in
the rest of Japan. “There's too
much concentration of busi-

ness -in Tokyo,* he says.
“There is a need for a better
balance."
Takugin's main local rival is

the Hokkaido Bank, whose
headquarters are just across
the Odorl park which runs

Although a good part
of Takugin bank’s .

business Is still rooted
in the island’s

economy, more than
half its revenues now
come from elsewhere,
and that proportion Is

still growing

through the centre of the city

of Sapporo.
This bank was founded in

Sapporo only 38 years ago, and
now has assets of just over Y3
trillion- Tafcngtn, the Hok-
kaido Bank has taken steps
into Honshu and abroad, but It

also Hkaw to stress its commit-
ment to the local community.

' “We are deeply rooted in the
region, and are determined to
Hve side by aide with the local
economy," says Mr Tetsuo Shi-
mokawa, general manager of
tiie research department. The
Hokkaido Bank has 140 offices

In Japan, with a further two
abroad, in New York and Lon-
don. and the plan is to keep
adding to flwmtnmatinnal TWt-
work.
To complement Its financial

activities in Hokkaido, the
bank has established a special
fond to improve training of
'staff in high technology indus-
tries, such as biotechnology
which it sees playing an
increasingly important role in
tiie island’s industry.
The bank is particularly

keen to see small and medfarq
sized business set up in Hok-
kaido because it believes these
will have a more dynamic
impact on the economy in the
long nm than thfl mihrirfan-Iow

of large companies from else-

where which tend to be rather
remote.
Together, the Takugin and

the Hokkaido Bank dominate
the hanking scene, though the
presence of the other big city

banks ensures that the foil

weight of Japan's formidable
banking industry can be
brought to bear. But there are
other indigenous smmIii
institutions as well, among
them the North Pacific Bank
and the Sapporo Bank, both
mutual institutions which
recently converted to hankfag
status. The island also has 33
credit nninnfl, but there are no
branches of foreign banks.
The work of the commercial

banks is complemented by offi-

cial financial institutions such
as the Hokkaido-Tohoku Devel-
opment Corporation, and the
Japan Development Bank
which provide finance far large
infrastructural projects. Offi-

cial loan subsidies and tax
breaks are available for new
industries.
Given the consolidation that

has occurred among hanks in
other Japanese regions, the
question arises whether the
Takugin will seek a partner
elsewhere in Japan to try and
establish a bigger national
presence. But Mr Yamauchi.
the president, is against the
idea. “We hope to continue as
an inAyap^Mit hqyik," be says.

David Lascelles
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have to put up with constant
rains from early June until late

July. Also, there are no cock-
roaches in BhHniMft
Already, tourism Is esti-

mated to account for about a
tenth of Hokkaido’s gross
fawww Last year. 31m
tourists vtetteTthe 9.8

per cent more than in m?. The
vast majority of them were
Japanese. The total at foreign
tourists was only 167JOOO, with
almost half of wymiwg
from the US. So the potential

for devriopment is still consid-
erable.

The most popular season for
tourism is summer, When 67
par cent of visiters come and
enjoy camping and other out-
door activities which are much
more accessible In Hokkaido
than In other parte of Japan.
The second best season is win-
ter, aocoufitlng-foE-20-per cent
of visitors. Hokkaido, which
hosted the 1932. Whiter Olym-
pics, has the best skiing condi-
tions in east Asia and the num-
her of resorts Is growing.
With this sort of balance,

there is not much the authori-
ties have to do to promote tour-
ism. except to provide a good
transportation infrastructure
and make it possible for devel-

opers to get on with it Thus,
among the 15 strategic projects
are several Infrastructure
development plans - the

1

expansion of Chitose airport,
the construction of a linear
motor car Une and the develop-
ment ofacommuter air service
network.
Among the Island’s jwfatfag

Industries, the government is

focusing most ci its effort on

trying to buOd up the agricul-

tural and food processing aeo
tars. Farmers are being encomv
aged to faecome more

.

productive and diversify their ,

output and to join Hokkaido
universities and research Insti-

tutes in developing new meth-
ods.

One of the 15 strategic pro-

jects calls for the establish-

ment at a regional agriculture-

related industrial complex,
similarly, food processors are
being urged to invest in the
new biotechnologies In Hnk-
Iwriifa .

In order to attract companies
from outside Hokkaido, the
government has created four..

min fwjfmrii-iai zones.
Tamakomai East industrial

zone is situated on the sea
south of Chitose airport and is .

designed for heavy industries^.

Bs *n«fa fawanfa
. so far are 'an

Zsuzu engine .and vehicle
assembly plant and a large oil

storage terminaL
Tomakomai West emphasises

lighter industry and already
ftaa 90 wimpanlwi fin JtS

hectare site.

The Ishikari Bay zone,
located to the north of Sapporo
on the Japan Sea coast, has
attracted more than 440 compa-
nies In the distribution mad
manufacturing sectors, farfad.

fag the Danish NOVO Eodns-
tries, which began making

• enzymes there in 196&
The Chitose Hnhu industrial

Site, which is adjacent to tiie

afrport, is Assigned for light
industry, and fewfay up ngK
idly^

.Among 4be mMa-.imsca--

plant, •

plasma fractionation centre
and a distribution centre for
the Swiss pharmaceutical
group, CIbft Geigy.
Subsidies are available for

Inward investment from all.

three levels of government.
The Ministry of International
Trade and Industry provides
regional development grants,
while the Hokkaido govern-
ment offers capital grants up .

to YI2bn as well as low inter-
est loans up to YSOOm and
some tax exemptions. Local
governments have their own
incentive plans.

Ian Rodger
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Cuts in state aid wiil hit farmers hard, writes David Lascelles

Tokyo squeezes subsidies
THE sight -of cows grazing in
green pastures is not a com-
mon one in Japan. But it is in
Hokkaido, the country’s largest
and most productive farming
region. Altogether, the island
accounts for about to per cent
of Japan’s agricultural produc-
tion, a fact which has a big
influence on the local econ-
omy.
The importance of fanning

stems from two factors; the
island's relatively open terrain,
and its dictate, which is the
same as the US Mid-West In
fact, the Hokkaido forming
Industry owes much to the
early efforts of US agricultural
officials who were Invited over
more than 100 years ago to
advise on the development of
what was then still Japan's
“colony".
Furthermore, Hokkaido agri-

culture is still growing, not
just in terms of output but also
of. land use. The cultivated
acreage increased by over 8 per
cent over the past 10 years, a
rather unusual trend in an
industrialised country, but one
which highlights the scope for
development which sttR exists
onthe island

In fact Hokkaido is the only
part of Japan in which agricut
ture may be said, to exist on a
widespread industrial footing:
The average .grand farm is n_s
hectares, more than 10 tfmea
the national average, making
modern industrial methods
more practicable. There has
also been an officially inspired
campaign called "one village
one product” which is intended
to streamline output of
selected crops and rnfmafa in
particular communities. Offi-

cials say it has been a success.
Farm households account for

about ? per cent of the Island’s
population, thntigh there
has been a driftaway from the
lander the number - cc full-time

Local officials say
they have been

seeking a stay on
subsidy cuts, arguing
the importance off

fanning to the local
economy

formers Is still relatively

compared with the rest of
country.
Crops represent 58 per cent

of the output. That Includes
Japan’s entire production of
sugar iieet, most of its beans
and-more Oran half its wheat.
Hokkaido produces only 7-per -

cent of Japan’s largest staple;

rice, but that is due to a delib-

erate abatement policy under
which more than a half of the
isiand’i! paddy fields have been
turned over to wheat and other
crops since 1970.

-In fact Unkfealrin has benefit.
ted considerably from - and
has also had a marked influ-

ence on - the changing eating
habits of the Japanese. The
emergence of meat, vegetables
and dairy products as impor-
tant parts of the Japanese diet

have all been met through
increased production in Hok-
kaido. Potatoes; pumpkins,
sweet corn, asparagus, rad-
ishes,' onions and carrots are
well suited to the island’s

Ex-coatanlnar Yatsushl Takayama used Ms redundancy cash to set up a farming venture In Yubarf

coder climate.
Livestock production has

also been expanded to meet
growing demand for beef, milk,
butter and cheese. The beef
industry is now the largest in
Japan with total carcass pro-
duction reaching 64,000 tonnes
last year.
Japan’s largest dairy prod-

ucts company. Snow Brand,
was created out of a Hokkaido
dairy formers cooperative in
1925. Although the company
has now expanded well beyond
the island’s wnfinM and ban
moved its operational head-
quarters to Tokyo, it still has
substantial processing facilities

in Hokkaido
Its Sapporo plant, sporting

the company’s well-known

snowflake emblem, produces
much of the country’s fresh
milk, butter, cheeses and ice
cream. Japan is now the sec-

ond largest ice cream producer
in the world after the US. Man-
agers there say that there has
been a marked increase In
demand in the past 10 years for
processed dairy products.

Altogether, the food process-
ing industry accounts for
about 40 per cent of Hokkaido's
output of manufactured goods,
and the intention under the
island’s wmnnmic development
plan is to expand this activity

by concentrating on adding
farther value locally. The com-
pletion of the Seikan rail tun-
nel should aid the distribution
of goods from the island to

Breakdown of gross agricultural output (1987)
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Gross agricultural output

points further south.
The land area devoted to

agriculture will also continue
to grow, but output of crops
and dairy products is expected
to rise somewhat faster
through the use of intensified

methods. The total value of
agricultural output is due to

rise by about 50 per cent
between 1985 and 1997.

Greater efficiency will be
needed not merely to achieve
improvements in formers' liv-

ing standards but also to meet
the more stringent economic
environment The Tokyo gov-
ernment is steadily reducing
farming subsidies, which is

bringing down the prices form-
ers obtain for their products.
The subsidies have also been
adjusted to take account not
just of the quantity of output,
but its quality as well.

The importance of

farming stems from
the island’s relatively

open terrain, and its

climate, which is the
same as the US

Mid-West

Hokkaido government offi-

cials say they have been seek-
ing a stay on subsidy cuts,
arguing the importance of
forming to the' local economy.
But thnngh priiws were held
for. -the main crops- except
wheat this year, they are not
hopeful of lasting relief.

There are also production
Bmitatlnns an important items
like rice, milk, beans, sugar
beet and potatoes. Farmers are
particularly annoyed about
milk limits because they see
that imports of dairy products
are growing. Last year, these
were roughly equivalent to the
volume of milk produced on
the island, according to the
Hokkaido grwwrnmflnt
Further out. fresh wessons

will come from the liberalisa-

tion of trade in agricultural
goods. Beef Imports, for exam-
ple, are to be freed from 1991-

Altogether, this suggests that
Hokkaido's formers will have
their work cut out in the years
ahead.
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The Ishflcari Bay zone, north of Sapporo. O Is one of four industrial zones set up to attract companies from outside Hokkaido

FISHING INDUSTRY

The high price of complacency
HOKKAIDO’S fisheries remain
the most productive in the
country, accounting for around
26 per cent of Japan’s total
catch and approximately 23 per
cent of its processed seafood-

products.
Yet it could be said that the

very richness of Hokkaido’s
waters have contributed to the
serious problems currently
faced by the regional industry;
with fish so readily available,

both in local waters and In the
Neath Pacific finhing grounds
close by, little attention has
ever been paid to the develop-
ment of a coordinated fisheries

infrastructure, or to the moni-
toring of fish stocks.

As local trawler Industry
leader, Mr Yuichi Maeda, puts
it “That’s why fishing is so
attractive: unlike in agricul-

ture, yon can simply go out
and the product is there
waiting for you to gather.”
The price being paid for this

past complacency is an unpre-
paredness as international and
market trends necessitate a re-

shaping of the industry. The
hardest blow has come in the
form of the 200 km fishing lim-
its imposed in recent years
around the coasts of the United
States and the Soviet Union.
This has particularly

nffwfaH Tmnbi of 'high-quality*

fish, including salmon.
Deep-sea fleets have in some
cases halted operations
entirely, and their crews
switched to inshore fishing;
others have moved their
operations even farther afield.

The latter strategy, com-
bined with an absence of ade-
quate controls, has helped cre-

ate the current furore over
Japanese fishing operations in
the South Pacific, where the
indiscriminate use of drift-nets
- which can stretch for up to
70 km and hang 15 meters deep
- are alleged by New Zealand
and other Pacific island coun-
tries to be threatening the very

existence of several of the
region’s marine species.

(The Japan Fisheries Associ-
ation’s chief director, Mr Kunio
Kimura, responded to this

charge at a Tokyo press confer-

ence, in October, by claiming
that there was no evidence to
support the criticisms of this
fishing method, adding that
prohibition of a “certain tech-

nique without scientific evi-

dence could become a danger-
ous precedent.”)
Another structural problem

besetting Hokkaido is the vaga-
ries of consumer markets for
figVi products. Blame for this

situation is invariably first lev-

elled at imports, which have
allegedly been the chief culprit

in upsetting the supply and
demand balance. Yet changing
consumer preferences nave
also played a «ignifl«int role.

Mr Yoshinorf Iwasaki, man-

It could be argued that
the very richness of
Hokkaido’s waters
have contributed to

the serious problems
currently faced by the
. regional Industry

ager of the Hokkaido prefec-

tural government’s fisheries
administration department,
Says: “Most Hftkiraidft fishing

boats target mass-caught fish

species, and these are not
regarded by the public as a
high-class product. Japanese
consumers these days want
semi-processed fish with a
smart image; they don’t want
anything smelly and inconve-
nient to prepare."

It might be expected that the
fish processing businesses
would be flourishing in line

with this trend, but the sector
is equally hard-pressed by the
vagaries of the market and the

fish with which it is being sup-
plied.

Mr Shosaku Mukainakano,
of the Hokkaido Federation of
Fish-Processing Co-operatives,
complains that “we lack a
national policy; since there are
no regulations enforcing the
type of fish to be caught, the
fishermen just catch large
quantities of whatever is con-
venient for them and have no
interest in conserving stocks.”
Imports are widely blamed

for excess fish volumes -
which in turn have produced
the more fickle consumer -
and all sectors of the fishing

industry are now lobbying the
government for import reduc-
tions.

A common related complaint
is that imports are of poorer
quality than locally produced
goods and are harming the
industry’s image as a result.

Mr Yuichi Maeda, for example,
asserts that “the Japanese
standard for fish freshness is

much stricter than in other
countries." Mr Mukainakano
adds that “the Japanese con-
sumer is not keen on pro-
ra»pri»figh goods from abroad."
The Hokkaido government's

main strategies to cope with
tile industry’s problems are the
development of inshore fishing,

improved fishery management,
and tly* merging of small-sized
Ashing co-operatives to
enhance the industry's finan-

cial infrastructure.
At present. 22.000 of Hokkai-

do’s 24,000 fishing-related busi-

nesses consist of individual
fishermen, and as a result it is

difficult to accumulate the
investment capital required for

development projects.

Spokesman Mr Yoshinori
Iwasaki stresses the impor-
tance of the effective monitor-
ing of available fish resources,
noting that "although we esti-

mate that stocks are declining
around Hokkaido there Is no
data available.”

These development priorities

were reflected in tbe Hokkaido
government's fisheries depart-

ment budget for 1939. Of tbe
total Y75.17bn (which repre-

sents 3.5 per cent of the prefec-

ture's expenditures). Y50.4b
was allocated for the improve-
ment of basic production facili-

ties, including fishing grounds.

At the local level, the port of
Oshima has shown itself to be
tbe most progressive in terms
of fishery improvement; by
1988 it had developed 24 fish

banks and seven fish farms.
But the general picture is far

less innovative.

The need to overcome resis-

tance to change is arguably
most urgent in terms of
another trend, one which
haunts all aspects of Hokkai-
do’s future; de-population.

The children of rural fishing

households are increasingly

Imports are blamed
for excess volumes

and Hokkaido’s fishing
industry is now
lobbying the

governrhetit for quick
and firm action

opting for an easier life in the
big cities - to which many go
to attend universities - and
frequently fathers are no lon-
ger insisting on their son's
return to the family business,
believing that the industry's
future is not bright.

Unless a comprehensive fish-

eries management strategy,
which attracts the participa-

tion of all sectors of the indus-

try. is implemented urgently, it

seems likely that the present
vicious circle of decline will
soon become irreversible.

Roy Gamer

OF CALL FOR INTERNATIONAL BUSINESS.
The “Far” East is now the “Northern Gateway”

As Japan’s northernmost island, Hokkaido was once considered the very far

East.

But with the completion of the New Chitose Airport in Sapporo, Hokkaido is

now a major crossroads for international air traffic.
„

New Chitose is the nearest Asian point of entry

from North America and Europe. One of Japan’s

largest and most sophisticated commercial air-

ports, Chitose is expected to become Japan’s first

24-hour airport.

Last year, some 11 million passengers and I

180,000 metric tons of cargo passed through

Chitose. By the year 2000, we expect our new
center to handle twice as much cargo—import,

export, and transitgoods—and everything from high-tech

and medical products to livestock.

A great gateway for people, too
Besides being an efficient and economical gateway for international freight

shipments, Chitose can also be your gateway to new business or recreational

opportunities.

Through this gateway, Hokkaido’s vast open spaces will expand before your

eyes. Here are Japan’s 24 largest natural parks—including 10 National Parks—

which occupy approximately 1 1 percent ofthe land area. They contain some of the

most beautiful and unspoiled natural scenery in the world, including virgin forests

frill of northern plants and animals—great places to enjoy the changing seasons.

You’ll also find a wealth of business opportunities in Hokkaido: attractive

industrial incentive packages with subsidies ofup to ¥1.2 billion, an excellent labor

force, and ultramodern facilities at over 70 industrial parks in coastal, airport and

R&D zones.

Now you can see why people now call New Chitose a great "Northern

Gateway." We hope you’ll pass through soon.

We're open for business as never before.

Jtne8ffriiH7(san)19S0

A Dynamic Business Environment Awaits You!

-,^-'90 SAPPORO
INTERNATIONALTRADE FAIR

Theme: Comfortable City Life— Tbe fair will focus oe four business categories.

Lifestyle & Technology Q
•Homing &lIousra£ Rebred Producl* •fcnvuncimrat Prcsrrvmr. TVchriolo^ fj
•H igfv*rctmcJoftv & Biotechnology •Craft At Fashion M
.
WinterSports & 1 Children's Clothing 1 - , . ,,

Outdoor Recreation | & Toys |
Foodstuffs

|f

For further information ptaase contact.'

'90 SAPPORO INTERNATIONAL TRADE FAIR COMMISSION
e/o ConwiwcB & industry Dapaitmont, City of Sapporo, North 1. West 2, Chuo-ku, Sapporo 060 JAPAN

Tbl. (011)241-1990 Fax. (011)251-5130

Hokkaido Government
Projects Office (International ASr Cargo Project)

Industrial Promotion Division

Hokkaido Tourist Association
Hokkaido Tourism Promotion Committee
ishikari Bay New Port Area

Ishikari Development Co., Ltd.
Kita 1. Niahi 2, Chuo-ku, Sapporo Tel 01 1-261-031 1 , Fax 011-251-8624

Tomakomai Tohbu Industrial Base
Tomakomai Tohbu Development Inc.
Kita 2, Nishi 4, Chuo-ku, Sapporo Tel 011-281-6636. Fax 011-221-4369

West Tomakomai Industrial Complex
Tomakomai Industrial Port Development Co., Ltd.
Kaihatsu Bldg. Irifune-cho 2, Tomakomai TeJ 0144-33-1181, Fax 0144-32-5119

Chitose Rin-ku Industrial Complex
Dept, of Commerce, Industry And Tourism, Chitose City
Shinonome-cho 2 Chorns, Chitose City Tel 01 23-24-31 31 , Fax 01 23-22-8853
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Rodger on raising sheep

the sea

Yubari's dependency on mining has been cruelly exposed, writes Ian Rodger

Rising yen puts paid to coai
THE word from Shibetsu, a
small town in northern Hok-

kaido. is that Ben and Kate are

fine and working as hard as

ever.

For those unfamiliar with

the story up to now, Ben and
Kate are sheepdogs who were
sent from Ballymena in North-

ern Ireland to Tokyo four years

ago to participate in a British

fair at the feetan department
store.

When the fair was over,

there was no question of tak-

ing the dogs home because of

the six month quarantine
- which faces all animals enter-

ing the UK, so they were given

by the British Wool Marketing
Board in Japan, which had
sponsored their appearance, to

sheep raisers in Shibetsu. Still,

concern about the dogs' fate

was considerable in Ballymena
and Shibetsu leaders on one
occasion actually sent photo-
graphs to convince people that

the Dair were weUL
According to Mr Hitoshi

Maeda, one of the backers of

the Suffolk development in
Shibetsu, Ben and Kate have
even had puppies, although he
admits with embarrassment
that the puppies have not been
trained and are merely pets.

Ben and Kate are, of course,

only a minor part of the
unusual story of the recent
development of a Suffolk sheep
raising industry in northern
Hokkaido.
The story should probably

begin shortly after the Second
World War when sheep raising
and eating were first intro-
duced on the island. There is,

surprisingly, no tradition of
sheep raising or eating in
Japan. Historically, fish and
rice were the staples and what-
ever land in this mountainous
country was remotely suitable
for agriculture was used for
growing rice.

Hokkaido, with its wide open
spaces and lack of tradition,
was more suited for other
types of agriculture and has
developed large cattle, dairy
and vegetable sectors along
western lines. Sheep grazing
came after the war when the
country was poor and looking
for any way to improve food
and clothing supplies.

As with other imported
foods, the Japanese developed
their own peculiar way of cook-
ing and presenting sheep meat,
a form which was given the
unlikely name of Ghengis
Khan,

The name came from the hel-

met shaped brazier in which
cubes of pressed mutton were
grilled, but it was probably
chosen also because it evoked
nostalgic images of Mongolia
with which many Hokkaidans
have pre-historic racial links.

The Ghengis Khan is eaten
like other Japanese and Kor-

ean grilled meat dishes, with

the brazier being placed in the

centre of the dining table. The
mutton is grilled at the dome
of the brazier, allowing the
juice to Dow down to the gut-

ters to cook various vegetables.

Garlic comes in abundance.
Unfortunately, the Ghengis

Khan and sheep meat gener-
ally caught on only in Hok-
kaido, so the industry's devel-

opment never progressed very
far. Moreover, by the mid-
1960s. Japanese people began
to feel more prosperous and
since sheep meat had a cheap
image, the industry went into

decline.
Another negative influence

was the increasing use of
chemical fertilisers in agricul-

ture, making sheep manure
redundant Also, wool markets
were being hit by imports of
knitwear from Korea and other
neighbouring countries.

At the peak in the early
1960s, the sheep population in

Hokkaido was more than
270,000, but it has since tum-
bled to only 17,000. The indus-
try would probably have been
condemned to virtual elimina-

tion if it had not been for the
emergence of serious problems
in Hokkaido's main agricul-
tural crop - rice - in the
mid-1970s.
Because of generous govern-

ment price supports, rice pro-

duction moved into chronic
surplus at that time and the
government ultimately had to
force farmers to reduce the
acreage they planted. For farm-
ers totally dependent on rice,

this abatement, now about 20
per cent, has seriously dam-
aged their incomes and many
have abandoned agriculture for

other activities.

In Shibetsu, for example,
nearly 9.000 hectares of paddy
field had to be abandoned or
converted to other uses. The
population of the town
slumped, falling from a post-
war peak in 1961 of 42,000 to
27,000 in the late 1970s.

Shibetsu leaders decided to
try and do something to revi-

talise the town and stop the
population haemorrhage and,

after a couple of years of study,
the decision was made to pro-
mote the development of Suf-
folk sheep.

Suffolks had already been
introduced in the area in toe
mid-1970s and Shibetsu leaders
thought this breed, with its

subtle meat, could be used to
improve the image of sheep
meat in Hokkaido and to intro-

duce it as a goumet Item else-

where in Japan.

Moreover, a fashion knit-
wear industry could be devel-

oped and there was a possibil-

ity of a resurgent market for
manure because of the increas-
ing popularity of organically
grown food. Many people were
sceptical, not least because the
local output would have to
compete with imported lamb
and mutton from New Zealand
which comes into the Japanese
market at about half the price
Shibetsu would have to charge.
Because of Hokkaido’s snowy
winters, the sheep have to be
fed for several months, making
production costs significantly
higher than in New Zealand
However, the Suffolk move-

ment. as It has since become
known, got under way and,
although it is not yet on a fttily

commercial basis, it is prog-
ressing.

According to Mr Maeda, who
is also managing director of a
fashion knitwear company in :

the town, the total flock in
both a city-run operation and
30 private farms has grown
from 200 to 1,000.

At the moment, the meat is

sold only in the town and at
fairs. He estimates that the
flock must reach 5,000 before
the town can ensure national
customers of steady supplies of
meat. As the industry nears
that point, it hopes to launch
an image promotion campaign

In addition, there are about
130 women employed in the
traditional naishoku (in-home)
way, weaving and knitting.
Knitwear sales have grown
from Y48m in 1985 to Y7Qm last

year.
An unexpected market has

emerged as a result of people
wanting lambs for pets. The
Japanese love cute things, and
the Suffolk lambs, with their
black heads and huge ears, are
irresistible. The Japanese call
them panda sheep. Male lambs
fetch up to Y40.000 while
females sell for Y60,000. But
then, if they sell too many
lambs, the flock will not grow
as quickly as it could.

On the reception counter of
Yubari city hall sits a display
board noting the town’s popu-
lation, some 11,800 women,
12.700 men, wmMwf a total of
24,500.

Population is a sensitive
issue In Yubari. In I960, it
stood at 117,000 and it has been
sliding with sickening regular-
ity ever since to its current
level Town nffiHaio hope that
it has at last bottomed, and
will soon start to rise again.
Yubari’s problem is that ft

was a coal miwhig town, depen-
dent almost entirely on coal for
its prosperity. At its peak in
the late 1950s, there were 24
operating mines in the town,
producing 4m tonnes of coal a
year and employing 20,000 peo-
ple.

Today, there is one mfrw left
employing 800 people and prod-
ucing 600,000 tonnes a year.
Under a government plan for
the opierly rundown of Japan’s
coal industry, it must dose by
1965 but Yubari town officials
would not be surprised if it
closed next year.
The decline of Japan’s coal

mining industry is a story very
similar to that experienced in
the UK, with the difference
that the Japanese, typically,
once having decided on a
course of action, have been car-
rying it out resolutely and rap-
idly.

As in the UK, there were two
main stages to the decline of
the industry. The first came in
the late 1960s when concern
about pollution caused the
country’s electric power gener-
ating industry to shift from
coal to oil and natural gas in
its thermal power plants.
The second and final blow

came in 1986 when the drastic
revaluation of the yen against
the US dollar left domestic coal
totally uncompetitive with
large offshore sources of sup-
ply, such as Australia and Can-
ada.
Even before the yen revalua-

tion, Japanese coal came at a
significantly higher cost than
that from other countries. But,
in keeping with the country’s
lingering mercantilists indus-
trial policy, steelmakers and
other large coal users agreed to
pay a premium to keep the
industry going and promote
the overall national welfare.
With the revaluation, every-

thing changed. For one thing
,

the government acknowledged
that it had to abandon its self-

ish industrial policies »tmI let
certain industries disappear in
favour of a more equitable
international distribution of

- jobs. The coal industry was the
first and biggest victim of that
policy. Second, the steel indus-
try, in the wake of the revalua-
tion, was suddenly in a fight of
its own to maintain its interna-
tional competitiveness, and
was no longer willing to sub-
sidise the domestic coal indus-
try. The result was that, over a
period of months in late 1986
and early 1987, the interested
parties agreed that the coal
industry would have to be
phased out
Most Japanese coal mining

was done in Hokkaido, and
Yubari was the biggest centre
in Hokkaido. Yubari is also
proving to be exceptional in its

success in finding new sources
of income, testifying to both a
surprising level of entrepre-
neurship in the town and a

generous supply of patience.
Yubari town officials first

started Inviting companies to

come to the town and set up
factories in 1965. The idea, then
popular everywhere, was to
attract manufacturing busi-
nesses but, as in so many other
places, it was pretty much of a
flop. Yubari has very little to
offer a manufacturer. It is

located in the mountains two
hours away from Sapporo on
indifferent roads. The labour
force had no experience of
manufacturing and the town
has few support services for
factories. To date, it has
attracted 26 small operations
and together they employ only
700 people.

Also in the mid-1960s, some
enterprising farmers began cul-

tivating melons in small plots

in the valleys around the town.
The fruit turned out to be of
reasonable quality and the
local agricultural co-operative

soon began a national publicity
campaign. Yubari melons are
now well known throughout
Japan and have become a com-
mercially successful product.
Today, the melon business
keeps 213 people in Yubari
gainfully employed and the
Value of the output is some
Y3.7bn (£16.37m) per year.
By the late 1970s, the town

leaders realised they were get-

ting nowhere attracting manu-
facturing businesses so they
decided to look into services -
in particular, tourist attrac-
tions. In 1977, the town,
together with a group of pri-

vate investors, launched a
Y16bn project to build an his-

torical coal mining village on
an abandoned mine site. The
village opened in 1983 and was
an instant success, now
attracting some 600,000 visitors
every summer.

In 1975, some local business-
men had developed a small ski

sector
resort on the outskirts of. the

village in the hope ct attract-

ing winter custom. It turned

out to be not big enough to

compete with the many Mg ski

resorts in Hokkaido and strug-

gled fitfully until 1986 when
the town bought it with a view

to expanding it

Before the new plan could be

completed, a fairy godmother

arrived in the form of Matsush-

ita Kosan, the leisure develop-

ment subsidiary of the Mat-

sushita consumer and
industrial electronics group.
Matsushita, in common with

many other large groups in

Japan, has recognised an
opportunity in the increasing

affluence of Japanese people,

and has been aggressively
diversifying into leisure busi-

nesses.
The company came to

Yubari. liked what it saw, and
proposed a giant Y25bn project

centring on the expanded ski

resort, including hotels, a 36
hole golf course, tennis courts,

horse riding and other facili-

ties. All in all 700 new jobs

will be created when the proj-

ect is completed in the mid-
1990s.

Matsushita's arrival has, of

course, given Yubari a certain

credibility and is already prov-

ing a magnet for other leisure

interests. The giant Seibu
group is planning another ski

resort in the area - although
its proposal is running into

opposition from environmen-
talists - and other groups of

investors are to build a Santa
Claus village and a hotel com-
plex around an ice skating
rink.

In response to this rush of
development, the public sector

railway is planning to upgrade
its service to Yubari, and con-
struction has begun on a 44 km
motorway connecting the town
to Sapporo’s Chitose airport
Yubari people, like those in

other remote parts of the coun-
try that have suddenly been
Messed by the leisure boom,
cannot believe their luck. Hav-
ing watched helplessly as their
children moved away from the
town over the past 25 years,
they now have the prospect of
seeing their grandchildren
grow up near them.
“When all these resorts

open, we think the population
will increase a bit," says Mr
Yoshirau Mano, Yubari's
industrial development direc-
tor.

Nikka Whisky Is

lather Of JapaneseWhisky.

In 1934, Nikka Whisky originates

with the opening of the company’s
malt whisky distillery in Yoichi,

Hokkaido. It is no exaggeration to

say that this actually constitutes

the origin of laige -scale production
of malt whisky in Japan. The late

Masataka Taketsuru, who created

this distillery, was the first Japanese

to study in Scotland in 1919, and he
was very sincere in his efforts to

find the essence of the production
of Scotch whisky. Moreover, he
married a Scottish lady called Rita,

whom he had gotten to know while

studying in Scotland.

Alter returning to Japan, Mr. Take-
tsuru selected Yoichi in Hokkaido
as the ideal location in Japan for

whisky production. His wife Rita

was an absolutely invaluable sup-
port to him in his determination

to create a great whisky distillery.

If Mr. Taketsuru is the father of

whisky in Japan, then his wife Rita

is the mother of Japanese whisky.

In 1969, Nikka also created another

malt whisky distillery just to the

south of the original one in Yoichi.

Thus, malt whisky — indispensable

to creating delicious whisky - is

produced in vast quantities at the
two breweries. This excellent mate-
rial is further refined by applying

the blending techniques passed on
to the company by Mr. Taketsuru
to achieve that distinctive finish

in the flavor so characteristic of

Nikka Whisky. The principles of

traditional Scotch whisky produc-
tion brought to Japan by Mr. Take-
tsuru are strictly adhered to in the

careful maturing process in casks

. kept in earth-floor storehouses, the

distillation process using charcoal
and in every other way. The com-
pany continues unchanged itscom-
mitment to the highest standards

in whisky production established

by its founder. This is precisely why
people saywith good reason that“If

you want delicious whisky, make it

Nikka.” It has now been fifty five

years since Mr. Taketsuru dosed
the first barrel of malt whisky pro-

duced in Japan. Nikka Whiskycon-

tinues to make great contributions

to the regional economy as one of

the major industries in Hokkaido as

it goes on growing and flourishing.

In September 1989 the company
was listed on the second section of

the Tbkyo Stock Exchange.

NWUlSmgkiMtfru*, YoichiU

We’ve built ourhome
in Hokkaido.

We’ve built thousands of other homes as well. MCfe've also developed commercial buildings
industrial facilities, hotels, resorts and more. And though our home base is in Hokkaido

our vision is global. Ybu’U find KABUTO DECOM projects throughoutJapan and in
'

a number ofother countries.

KABUTO DECOM is dedicated .to creating quality environments for working and livine
And we have the expertise to match our dedication. It comes from specialists who are die
best in their fields — planners, architects, builders and even building management and

maintenance professionals.

This expertise lets us develop exciting new environments. It has also helped us develop
something more: a reputation for quality, safety and innovation.

F

Remember our name: KABUTO DECOM. You’ll be seeing it - in Hokkaido and
around the world.

KABUTO

Head office- fl-3. 0-chMne. t-jyo. Yameooto Niahiku. Sapporo. Hddarida Phone: lOftl 644-91 1

1

Tokyo branch office. 9-2. 0 -drama. Shmbnshl Mlrurto-ku. Tokyo. Phone: (03) 576-1061

Auhttewe branch office. Mtgil-oou. 8-chame. 7-fyodouri. AcaWkewn. Hokkaido. Phono: (0168) 22-3063
Hakodate branch office- 25-13. Honcho. Hokodaie. Hokkaido. Phone: (0138) 56-3401

Qtaru branch office. 9. 1-cnotne ironoicha Oranj, Hokkaido. Phone: (0130 23-1940
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Q. Hokkaido’s economy has
been growing, at only about
half the average cate in Japan
as a whole. What axe the pros-

pects for faster growth in the
future?

A. Up to now our economy
has been dependent an tradi-

tional industries, such as coal
mining, steel and heavy engi-
neering. The rationalistic^ of

these hktustries has hurt, so
we have to restructure our
economy. So far, we have been
supplying raw materials to the
rest of Japan with little value
added and have been reliant on.

public sector gpnmfiiig-
These are the characteristics

of the economy of a developing
country. I believe some north-
ern parts of the UK have the
same problem. Anyway, our
first goal is to rely more an the
private sector. Second, we
want industries to add value in
Hokkaido to as great an extent
as possible. To achieve +**»«*'

goals, we should rely more on
our comparative advantages.
Compared with other areas

in Japan, we have advantages
in some industries, such eta

agriculture, fishing, food pro-
cessing and tourism.
Daring Japan’s very high

growth period in the 1960s,
Hokkaido did not grow that
quickly. But one result of that
is hat the inland still a
good natural environment.
Starting last year, our new 10-

year development plan puts
the emphasis on living in har-
mony with nature.
On which of the 15 strategic

protects in the new develop-
ment plan to yon place the
ninrt iwpnrfaiiifp?
Of course, the industrial

development projects are the
most important, but apart from
them, the projects aimed at
deepening Hokkaido’s contacts
with the world are very impor-
tant, in my view. Hokkaido is

dightiy larger than Austria in
terms of its economy and popu-
lation, but our image in the
world Is very different
: Presently, both people and
freight enter Japan mainly
through Tokyo’s. Marita air-

port, but the country has rap-

idly become an enormous eco-

nomic power and Nadia alone
cannot cope. Thus, Sapporo’s
new Chitose international air-

port project is our first prior-

ity. Indeed, later this month
when I am in the I7K, I will be
asking British Airways to
establish direct flights to Chi-

tose and to use it as a cargo
centre.

In terms of freight, since the
wpgning of the Sdkan tunnel
(connecting WnMraidn to Hon-
shu by rail), air height origf-

interview: Governor Takahiro

Yokomichi

A welcome
wind of change

rating in Tokyo moves faster

and cheaper through Chitose

than through Narita and its

nearby BaraM ifigtrjbntinin cm.
tie.

The airport is also important
for the development of tour-

ism. Many of the best resorts
— iftclnriiwg the new fflnh Med-
iterrannee at Sahara - can be

reached within a couple of
hours of Chitose. Then .we
hope to build a linear motor
car line from Chitose to' Sap-

poro which ' will make travel
even more convenient.
Are you -optimistic about

getting the linear motor car
project going now that the
government has chosen
YamanasW prefecture for the
next experimental project?

I am very optimistic about
this. We are planning to get

our project up and running
within five or six years. It will

be fjnonwrf mainly by the pri-

vate sector, but we also want

sura government capitaL

Hokkaido's agricultural sec-

tor has been hit by the open-

ing of the Japanese market in
Bftnm products to International

competition in the past two
years. How much damage has

been done and what can be

dime to revitalise the sector?

We have to make our pro-

duce cheaper, safer and more
delicious. International trade
frictions have been caused by
japan’s exports of manufac-
tured goods. We do not know
why agriculture should be the
victim of tfrfe- Japan already

depends too much on imports
for its food. Our self-sufficiency

level is only a third that of

Europe. So we are basically
against the liberalisation of
agricultural trade.

But at the same time, we
would like to see our agricul-

ture become more competitive.

Our dairy industry already has
the highest productivity In the

PROFILE

Island reformer
Hr Takahiro Yokomichi was
bom in 1941 and raised in Sap-
poro, the oldest son in a politi-

cally active family. His father
was a .member of the national
Diet (parliament) for the
Japan Socialist Party (JSP)
and Hr Yokomichi succeeded
him in 1969.
Tlkn most of Japan’s politi-

cal nod bureaucratic elite, Mr
Yokomichi studied at the Uni-
versity of Tbkyo school of law,
but he also took the more
nimmnl and riffltealt step of
proceeding to the bar In 1965.

During his 13 years in the
Diet, he was active in trying to

reform the JSP, although with-
out much success. In 1983, he
resigned from the Diet to run
successfully for governor of
Hokkaido, and easily worn re-

election in 1987.
He is the youngest of

Japan’s 47 prefoctural gover-
nors and Is known for his tire-

less efforts to promote the
island’s rejuvenation. He has
downplayed his JSP connec-

tions, building a wide personal
following in business circles

whila in office. Many assume
that he still has national polit-

ical amhltkMM.

Hr YokomlchFs wife Is also
a graduate at the University of
Tokyo and they have two sons
and «»* daughter, fo Ms spare
Sim!, governor ai«
and plays golf.

world, and there are interest-

ing technological developments

taking place in other areas,

such as in planting of sugar

beets, and we are exporting
this technology to Europe.

We have no intention of

exporting agricultural prod-

ucts, but we are keenly aware
of the need to improve produc-

tivity. We are improving soil

by adding natural fertilisers

and using biochemistry to

make more cold resistant
straiwg. in the past 30 years, we
have caught up with 200 to 300

years of European experience

and, in a few cases, nave
moved wiwad-

Very few companies have
their head offices in Hokkaido,

even those with substantial

interests or history here. What
are the attractions of Hok-
kaido for foe industrial inves-

tor?

We are wmfcfag a big effort.

Last year, 204 companies came
to Hokkaido. It was the second
largest rate of inflow among
the country’s 47 prefectures.

We have 27 universities. They
produce 5,000 graduates a year

m engineering and the sci-

ences. At the moment, 70 per

cent of them go to Honshu,
even though between 80 per

cent and 90 per cent want to

stay here. This is unfortunate,

so we want to create opportu-

nities four them.
Of course, we offer incen-

tives to investors, but the main
point is that Hokkaido is an
open society. Unfortunately,
we have not yet attracted
many foreign Investors.

Labour is in short supply
elsewhere in Japan and land
prices In Hokkaido are said to

be only one tenth those in

Tokyo. Are these significant

attractions for people?

In some cases, land is even
cheaper than that But I would
like to stress the importance of

nature and a lifestyle that
relates with nature. According
to a national survey, it is the

area where social differences

between men and women are

tiie smallest, where local peo-

ple welcome newcomers and
where people are most relaxed.

However, many people have
the impression that Hokkaido
has a very cold climate.

In terms of latitude, Sapporo
is sooth of Paris. The idea that

we are a northern territory is a
purely Japanese prejudice. We
are In the mainstream of civil-

isation, although we do receive

cold Siberian winds from the
north. But even they are get-

ting warmer these days
because of perestroika.

Ian Rodger

AINU PEOPLE

Sapporo:

Onebrand. Many labels.

Sapporo Breweries limited was founded in 1876,

Today, Sapporo not only commands a prominent share of Japans beer market.

It is also a leading name in diverse businesses —restaurant management,

Sapporo: ife the brand youH find on many quafity labels.

SAPPORO BREWERIES LIMITED

Minority people face uphill

task to secure recognition
WHEN MS Kyoko Sugimnra, a
prominent member of Japan's
Ainu minority, recently took
the stage in the Hokkaido town
of Asahikawa to receive an
award for outstanding cultural

achievement - she has a
unique expertise in Ainu hand-
icrafts - the casual observer
could have been forgiven for

concluding that the Japanese
take pride in the survivors of

the Ainu race, the indigenous
people of Japan’s northern
islands.

But the conversation at an
ensuing family gathering soon
revealed a different reality, and
the bitter-sweet nature of the
day’s ceremony. The award

‘Up to now the Ainu
have acted as if they
were asking a favour
of the government, but

now they are
demanding their

rights’

certainly represented welcome
support from the local Hok-
kaido community, but also
served to remind the small
band of Ainu who had assem-
bled of the deep frustration,
and discrimination that char-

acterises their uneasy accom-
modation within Japanese soci-

ety.

As one member put it, "the
government's policy has
always been that they wont let

the Ainu die; but they wont let

them live either." Another
speaker referred angrily to the
fact that no mention is made of

the Ainu’s existence in Japa-
nese school history books.
The Ainu are a minority

aboriginal people whose racial

and linguistic origins are
unclear. A survey by the Hok-
kaido prefectural government
in 1966 estimated that 24^81
Ainu, in 7,168 households, live

in Hokkaido, though no
national survey of the Ainu
has been carried out since the
Second World War.
The Hokkaido Utari Associa-

tion, the principal Ainu rights

group, estimates between
50,000 and 60,000 Ainu live in
Japan, white about half that

number fail to declare their

Ainu background for fear of

discrimination, notably in mar-
ring** qwH employment
The Hokkaido government

survey found that the level of

high school attendance among
the Ainu was 7&4 per cent, or

1&8 points below the national

average; for college die dispar-

ity was even greater at 8.1 per

cent against a 30 per coat aver-

age. The number of Ainu on
welfare stood at over six times

the Japanese norm,
Mr Giichi Nomura, executive

director of the Ainu Associa-

tion of Hokkaido, points out

that these inequalities persist

despite various joint measures
taken by the central and Hok-
kaido municipal governments
ffiryy 1974, at improving
the Ainu’s living standards.

“Even after 15 years of effort

there is still a big difference

between foe two communities.
The government’s attitude is

the gamp as for welfare; bit by
bit, step by step. But even if

they do this for 50 years we
won't catch op. The Ainu prob-

lem requires very drastic, spe-

cial measures."
Government policy has

indeed always been at the
heart of the ‘Ainu problem’.
When the Mrfji government
began its policy of incorporat-

ing Hokkaido into national ter-

ritory, it resolved to ‘assimi-

late’ the native Ainu - who
lived by *•*> telling salmon
trout and hunting deer - by
tnrnfng them into farmers, and
forcing th«n to abandon their

ethnic language and culture.

The eventual effect of the
Act for the Protection of the
Former Primitive Inhabitants
in Hokkaido, passed in 1899,

was not only to leave many
Ainu dispossessed.

It also led many Ainus to try

and conceal their background,
often through inter-marriage.

In particular, the loss of their

traditional tends hastened the

demise of much of the Ainu’s
rich cultural heritage.

Even today, the leaders of
Japan's surviving Ainu say it

is central government policy -
under which the Aina are not
recognised as a minority peo-

ple - that is preventing
improvements in the Ainu's
living conditions, and increas-

ing the danger that the Ainu's

unique language, religion and
culture could soon die alto-

gether.

They argue '-that the 1899

law, which is still on the
books, must be rescinded and a
new law simultaneously intro-

duced which recognises the
Ainu as an independent people

and promotes their survival as

such. They claim that only
with this change in the Ainu's
official status will discrimina-

tion be reduced and more of

the country’s Ainu gain the
confidence to stand up and be
counted.
A curious landmark in the

Ainu struggle was a series of
statements made in 1986 by
then Prime Minister, Mr Yasu-
hiro Nakasone, in which he
denied the existence of any
minority groups in Japan and,
in reference to the Ainu, com-
mented that “with my heavy
beard. Fm sure I've got a lot of

Ainu blood myself."
His words so infuriated

Japan’s Ainu - not least
because the thickness of their

body hair is one of the charac-
teristics for which they have
most often been discriminated
against - that a new activist

resolve quickly developed.
In the following year, a

group of Ainu representatives,
wearing traditional dress and
speaking Ainu, put their case

for the first time before a meet-

ing of the UN minority rights

group, in Geneva. They
attended subsequent meetings
in 1988 and 1989.

Ainu leaders now have their

sights set on participation in

the UN minority groups con-

vention scheduled for 1992,

when a declaration on the
rights of minority groups is to

be adopted
Mr Nomura comments: “Up

to now the Ainu have acted as

if they were asking a favour erf

the government but now they

are demanding their rights.”

The Utari Association is

holding regular meetings
across Japan to publicise and
seek support for the proposed
New Ainu Law. This legisla-

tion would indude government
recognition of Ainu rights; rep-

resentation in parliament; com-
prehensive measures to
improve educational provision;

a fund for racial independence
which would replace present
welfare subsidies, and the for-

mation of an Ainu Promotion
Council
Meanwhile, Ainu leaders are

making strenuous efforts to

preserve the Ainu language,
seeing this as a key to the sur-

vival of the culture. Foremost
among these language revival-

ists Is Shigeru Kayano. author

of several books on the subject,

who in 1987 began giving
weekly 15-minute Ainu lessons

on one of Hokkaido’s commer-
cial radio stations. At present
it is thought that no more than
100 people can still speak Ainu
fluently.

The leaders of

Japan’s surviving Ainu
people say It is central

government policy

that ts threatening
their language and

culture

Kayano has met with little

success in another of his cam-
paigns; that to prevent the con-

struction of a dam across the

Sant River, in southern Hok-
kaido, and the related compul-
sory purchase by the govern-

ment of land which was
granted to the Ainu, under the

1899 law.

The Ainu say that the proj-

ect will destroy a ceremonial

site, used for an important
Ainu boat rituaL In February
this year, the government dis-

missed their claims and gave

the go-ahead for the dam's
completion.

Mr Nomnra believes that the

Ainu's best hopes for govern-

ment recognition now lie in

international forums. “Our
demands coincide with world

trends towards respect for

minority peoples.

“If the Japanese government
does nothing, even while say-

ing they are internationalising,

we will confront them at the

UN. Pressure from the outside

world has the strongest poten-

tiaL"

Roy Gamer
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HOXAN is about to raise the curtain on a new
stage in today's global market

To realize its dream for the 21 st Century HOXAN
is developing innovative technology such as photo-

voltaic cells and modules to produce clean energy,

and carrying out fundamental research in cryogenics.

HOXANTs company philosophy is to offer the

consumer higher technology and better service by

anticipating the needs of their changing lifestyles.

And in order to meet the needs of the world and its

people in this increasingly internationalized age,

HOXAN is creating business on a global scale.

In cooperation with allied interests throughout

the world, the HOXAN group is evolving into a

dynamic future enterprise dedicated to a better

global living environment

PHOTOVOLOUC CLOCK TOWER

HOXAN CORPORATION
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Gamer on plans for an air cargo terminal at Chitose Airport

...
a.:." \"'v' f\

Hew Chitose Airport plans to develop an international air cargo terminal at the site have been greeted with scepticism

"WHAT IS needed is a large,

up-todate. air cargo terminal

for Tokyo: what is being
offered is an air terminal in

Hokkaido.” This assessment by
transport analyst Mr Jim Doh-
erty, or merchant banker Jar-

dine Fleming, is representative

of the chorus of scepticism that

has greeted plans to develop an
international air cargo termi-

nal at New Chitose Airport,

ear Sapporo.
Under the plan, 200,000

tonnes of international air

cargo would be handled annu-
ally at Chitose by 2000. carried

on 20 weekly flights. The aim
is that it would alleviate the

strain on other airports of the
3m tonnes a year of cargo
expected to be entering Japan
by that date.

Currently 85 per cent of all

international air cargo moves
through the already grossly
over burdened airport at Nar-
iia, outside Tokyo.
The New Chitose airport

went into operation in July
1988, when a newly completed
runway and handling facilities

allowed commercial operations
to be conducted independently
of the Air Self-Defence Forces,
which previously controlled all

flights using the original Chi-
tose airport.

Chitose is noted for handling
flighis on the Tokyo-Sapporo
run, the world's busiest pas-

senger route.

There are certain apparent
advantages to Chitose as a
future air cargo terminal. The
present runway 'A' and the site

of runway *B\ targeted for

opening in 2000. are sur-
rounded by large areas of
undeveloped land which could

allow companies to construct
extensive cargo-handling facili-

ties.

The project's promoters also

claim that Chitose's location,

700 km closer to Anchorage
than Narita. will afford fuel
savings on the trans-Pacific

and trans-polar routes, which
account for Half of all air cargo
moving in and out of Japan.
This does not. however, take
into account the general
decline in the use of Anchor-
age, as longer-range jets are
introduced
Another potential benefit is

the proposed 24-hour
operations. But the accompa-
nying assurance concerning
thic plan, that "consultations
are now under way to obtain
the agreement of residents
around the New Chitose Air-

port", bears an ominous resem-
blance to similar promises
given concerning the construc-
tion of Narita’s second runway,
still not achieved after 20 years
of debate.

The most obvious problem
concerns Chitose's distance

from Tokyo, the ultimate desti-

nation of the bulk of any air

cargo that might be handled.
Mr Akira Tamura. project

chief of the International Avia-
tion Project, makes the surpris-

ing claim that rail shipment of

air cargo to the Tokyo area
from Hokkaido, via the recent-
ly-opened Seikan tunnel, will

prove cost-effective against air

cargo passing directly through
Narita.
“The charges will be about

the same, because cargo pass-
ing through Chitose will not be
subject to the costly double-
handling which takes place, for

all Narita cargo, at the Tokyo
City Air Terminal in IbaragL
In the cargo industry, distance
does not always reflect cost.”

Critics suggest this state of

affairs says more about the
inefficiency of Narita than the
attractiveness of the Hokkaido
option.

Although both Japanese and
foreign airlines are looking
Into the air cargo plan, and in
some cases conducting techni-

cal landings at New Chitose
airport, there is widespread
off-the-record scepticism over
the project's chances of suc-
cess.

Concerning the distances
involved, most observers say it

is inconceivable that operators
could afford the designated
Chitose-Tokyo rail freight costs

- currently set at Y60 per kQa,
with a transport time of 16

hours — even assuming that
the fee remains stable, and
adequate air-rail links are
implemented.

Industry sources say that the
costs of constructing and oper-
ating the necessary cargo air-

craft servicing and mainte-
nance facilities at Chitose. in

addition to upkeep of those at

Narita, would also be prohibi-
tive.

A further unknown is the
future of other Japanese air-

ports which could act as closer
alternatives to Narita. thus
undercutting any cost-advan-
tage Hokkaido could offer.

These include the planned
Osaka International Airport,
which intends to offer 24-hour
operations, and Nagoya, which
is much more centrally placed,
and Fukushima prefecture, two
hours from Tokyo, which is

reportedly also considering an
air cargo project.

The new Chitose venture, in
short, seems a good idea in
terms of regional development
in Hokkaido, and increased
utilisation of the vastly over-
budget Seikan tunnel, but it

offers little to international air
cargo operators looking for
relief from the nightmare con-
ditions that prevail at Narita.
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Beer and whisky production

A case of learning from abroad
*

%Cr'&

IT MAY be pure coincidence,

but Hokkaido is the home of

two of Japan's oldest alcoholic

drinks companies, a fact which

adds a distinct touch of

well-being to the place.

Both of them - the Sapporo
beer company and the Nikka
whisky distillery - began life

there because the climate was
right for their raw materials,

though both have since expan-

ded greatly to serve markets
further south.

Sapporo beer was founded in

1876, partly at the instigation

of US agricultural experts who
noted roe similarity between
Hokkaido's climate and Mil-
waukee’s. It was Japan’s first

brewery, and the original pro-

duction was consumed almost
entirely by the foreign commu-
nity, which explains why, to

this day. Sapporo beer labels

are all in English.
Sapporo is now the second

largest beer company in Japan
with about per cent of the
market (Kirin is the leader
with 50 per cent). This summer
It finally vacated its historic

plant in the centre of Sapporo
for a spanking new facility on
the city's outskirts, one of the
most advanced in the world.

The very traditionai Nikka whisky distillery (above) at the seaside town of Yoidil, Inspired by tbe

founder’s visit to Scotland. Whisky hi made according to Scottish malt whisky principles

Sapporo beer’s new plant (below) In Sapporo city, one of the most advanced in the world

Visiting Sapporo’s
new plant is a 21st
century experience.
TV cameras and

computerised electric

carts do most of the
work; the control

centre is manned by
a mere seven people,

just two at night

Visiting it is a 21st century
experience. The visitor is led
down shadowy corridors echo-
ing to celestial music, while
through large windows he
glimpses shining vats and high
speed production lines - but
scarcely a human being. TV
cameras and computerised
electric carts do most of the
work; the control centre is

manned by a mere seven peo-
ple, just two at night, accord-

ing to Mr Tomio Kaya, the gen-
eral manager.
Even eerier is a park out at

the back where employees can
relax in a specially designed
musical electronic garden.
Loudspeakers play classical

works by Beethoven, Mozart,
even Elgar’s Land of Hope and
Glory, and posts dotted around
the grassy slopes light up
when their note is played.
Large sheets of glass alternate
between transparent and
opaque, completing the wholly
unworldly effect of the place.

Nikka has stuck to a more
traditional style. The company
was founded in romantic cir-

cumstances 65 years ago by Mr
Masataka Taketsuru, a young
liquor maker who travelled to

Scotland to learn about
whisky. While studying in
Glasgow, he met a young girl,

Ms Rita Cowan. They fell in
love, got married, and returned
to Hokkaido to set up Japan’s
first whisky distillery.

The plant still operates
today at Yoichi, a small seaside
town with a river running
through it, surrounded by
smooth hin« - just like Scot-
land in fact Even the weather
is Scottish, says plant manager
Mr Akira Hagiwara. Although

the plant today uses modem
fuels, whisky is made accord-

ing to strict Scottish malt
whisky principles, ami is left to
age in oak barrels.

Nikka now has several facili-

ties elsewhere in Japan, and is

the second largest distiller

after Suntory. But it claims a
special parentage which Japa-
nese whisky makers cannot
match.

David LaacMM

SNOW BRAND

WE NOW THINK

“GLOBAL SNOW

Snow Brand Milk Products Co., Lid. is Japan's largest dairy

products manufacturer. Our job is to manufacture tbe worl-

d’s top-quality foods centering on dairy products. And we
continue to improve Snow Brand's technology so as to offer

Snow Brand quality with full confidence to countries aro-

und the world. By doing so. Snow Brand Milk Products

aims to become a food products manufacturer that serves

and satisfies consumers throughout the world.

SNOW BRAND MILK PRODUCTS COtXTD.
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David LasceHes on a long-standing dispute between Moscow and Tokyo

Island dispute shows no sign of ending
EVEN though more than 40
years have passed since the
end of the Second World War,
Japan and the Soviet Union
have still not signed a peace
treaty. The reason lor this
rather carious state of affairs

is a long-festering dispute over
a group of islands which lie

just off the north-east coast of
Hokkaido - the so-called
Northern Territories question.
K Is an issue which raises

powerful emotions in Japan,
particularly in the realms of
government Hokkaido's gover-
nor, Mr TakaMro Yokcmuchi,
states the Japanese case as fol-

lows: “It is the ardent wish of
the whole country that these
territories be returned."

1 The
question now Is whether peres-
troika will lead to any break-
throogh in th*> dead-
lock.
The four islands, Etorofu,

Kunashiri, Shikotan and the
Habomai cluster, are so dose
that they can be clearly seen
from Hokkaido. Japan
that they have always been
part of its national territory,

and Tokyo has produced

screeds in support of this view,
citing everything from 19th
century imperial treaties to the
similarity of the islands* flora

and fauna with that of north-
ern Japan. Every map of Hok-
kaido inc]nrip^ the inlands

But the Russians, who occu-

and it uses every opportunity

to put pressure on the Rus-
sians and publicise its cause.

Mr Yctkomichi was intending

to enlist European support dur-

ing his tour of several Euro-
pean countries this month.
On Hokkaido itself, the dis-

It is an Issue which raises powerful emotions
In Japan, particularly in the realms of

government

pled them during their brief
Far Eastern campaign at the
end of the last war, have
refused to hand them back,
claiming that their status has
been regularised as part of
Soviet territory by a number of
post-war agreements. They
have driven out the Japanese
inhabitants, and consolidated
their hold through a strong
military presence.
But if Moscow hoped that

Japan would eventually the of
hying to get the MgT1'’g hanlf,

it has proved mistaken. Tokyo
has plugged away with its

demands far four decades now.

pate impinges on dally life to

the extent of a conspicuous
military presence by the Japa-
nese self-defence forces. For
local fishermen, the disputed
border also cuts back on their
fishing grounds and has pro-

duced local frictions.

Furthermore, emotionally
charged events, like the sus-

pension in 1978 of annual visits

to war graves on the islands,

are constant reminders to local

residents that frictions exist.

Last October, a poll of for-

mer residents of the island
(many of whom now live in
Nemuro, a coastal city facing

the islands) showed that they

were pessimistic abont the

chances of ever getting back.

While two thirds of them said

they would return given the
rhawy only half thought the

dispute would be resolved in

the near or distant future.

But most people in Hokkaido
have learnt to live with the

dispute, particularly in Sap-

poro which is at the opposite

end of the from the bor-

der, the tension seems to inter-

fere little with everyday hfe.

In a rather perverse way,
Hokkaido might even be said

to have benefitted from the
additional spending power rep-

resented by the military pres-

ence within its shores. This
has at least ensured that Hok-
kaido has a good transport
infrastructure. «od that com-
munications with the jest of
Japan are good.
Nor has the dispute stood in

the way of the resumption of
diplomatic relations between
Moscow and Tokyo, which
were restored neatly 30 years

ago, though trade between
Japan and the Soviet Union

remains pitifully small despite
the two countries’ common
interest in developing the natu-
ral resources of Siberia.

The spasmodic negotiations
that have taken place between
Moscow and Tokyo on the
islands issue have been largely
unproductive. The most the
Russians have agreed to do is
return two of the smallest
islands as and when a peace
treaty is concluded. But
Moscow's notorious reluctance
to yield territory, as a matter
of principle, has stood in the
way of any full agreement The
Russians have even refused to
acknowledge that there is a
territorial issue.

Earlier this year there were
suggestions that all that might
be changing.
The upheavals in the Soviet

Union combined with
Moscow’s obvious desire to
gain better access to Japanese
know-how seemed to point to a
more conciliatory line. Tokyo
took note of a speech by Mr
Mifchaii Gorbachev, the Soviet
leader, during his visit to
Peking in May when he

announced plans for troop cuts

in the Far East, though the

Japanese have learnt to treat

all Soviet utterances on mili-

tary issues in their region with

some scepticism.
But at the same time, there

is also on the Japanese side a
new eagerness to normalise
relations and take advantage of

whatever changes the Gorba-
chev era throws up.

Earlier this month, a Soviet

parliamentary delegation
headed by Mr Aleksandr
Yakovlev, a senior Politburo
member, willed on Tokyo. In
his talks with Mr Toshiki
Eaifu, the Prime M^^ter and

Mr Taro Nakayama, the for-

eign minister, he is believed to

have put forward new propos-

als, possibly for joint manage-
ment or the islands by Japan
and Russia.
Soviet sources said they

were interested in opening
some or all of the islands to

international projects such as
industrial joint ventures and
tourism.
The resolution of this dis-

pute obviously has consider-
able implications not just for
Hokkaido and Japan but for
the Far Eastern region as a
whole. The full normalisation
of relations between two of the

most important countries in
the region would reduce mili-

tary tensions and open up the
way for much bigger commer-
cial exchanges across the Sea
of Japan.
The second prospect could

bring considerable benefits to

Hokkaido which is the port of

Japan closest to the Soviet
Union. Its role as an industrial

and transport centre could be
enhanced, and its own manu-
facturing companies would
gain more direct access to the
raw materials of the Soviet Far
East. But for the moment,
there seems little prospect of

an early, happy ending.

PROPERTY

Bargain basement
ONE OP fbe main dements in
Hokkaido's sales pitch for
Inward investment - both
business and personal - Is the
price of property.
As a rale of thumb, property

in Hokkaido costs about one
tenth at the levels prevailing
in the Tokyo area. “It is even
better than that in many
places,” the governor, Mr Tak-
ahiro Yoknmichi, iiwp-
This discrepancy Is being

exploited by various HnkkaMo
haimd companies In a nnmhw
of ways. One at the most novel
was discovered a few years
ago by a small Sapporo-based
construction and property
development company, Kabnto
Dscobl.

In the autumn of 1984, the
company built a Mode of lux-

flats in a Sapporo suburb
with a flurry of publicity,

put an 40 units 19 for sale by
auction. Within six months,
all 40 had been sold, mainly to
businessmen tram

.
Tokyo

looking for business and/or

leisure bases in Hokkaido.
“In Tokyo, land is so expen-

sive that people think our
prices are cheap,” said Mr
Takao Wwinta

,
managing direc-

tor of Kabnto Decora. The
average price achieved for the

'In Tokyo, land Is so
expensive that people
think our prices are
cheap. There is a
boom now among
corporations and

Individuals wanting to

buy whole buildings
in Sapporo*

flats was YlOOm (£448,000). Mr
Kanda gave the impression
that this was somewhat better
than might have been
achieved it they had been sold
in the normal way. “Ifwe find
the right buildfang site, we

would do it again,’* he said.
Meanwhile, Kabnto, which

last March enjoyed a spectacu-
lar launch in Tokyo’s
over-the-counter (OTC) stock
market, has gone on to profit

from other ways of selling
lanit and buildings to inves-
tors from the south. “There is

a boom now among corpora-
tions individuals wanting
to buy whole buildings in Sap-
poro,” Mr Kanda said.
Kabuto has also set 19 a

resort subsidiary, and It is
developing, together with its
financial partners, a YlOObn
golf and ski resort complex at
Lake Taya south of Sapporo.
AH this activity has contrib-

uted to making Kabuto one of
the most closely watched
junior quoted companies. In
tiie year to March 31 1989, it

ranked 43rd ammig OTC com-
panies for pre-tax profit
growth, with a growth rate of
47 pa cent to YL4hn_

Inn Rodger Property In HoUddo costs about one tenth of Ihe levels prevallng In Tokyo. Sapporo companies have earned huge profits by selling land to souflmrn Investors

InTouch withTomorrow

TOSHIBA

Remember
X-rays

were the only way ?
Toshiba remembers. Back in 1915, we developed our

first X-ray tubes. A new type of medical imaging system

was just part of the future.

Now its here. The superconducting Toshiba Magnetic

Resonance imaging System. And now we work towards a

new future. Not just for medical equipment, but for home
entertainment, office equipment and a whole array of

consumer and industrial products. Because at Toshiba, we continue

to work towards the day when we say, 'Remember when ...?'

HOKURIKU
Having a long-established, influential presence

with a spirit of challenge and innovation

The HoJeuriku Bank is one of the oldest banks in Hokkaido. Its history dates back to 1899

(Meiji 32). Since then we have continued to render financial support in a close economic

relationship between Hokkaido and the Japan See coastal region. Sailing ships in the above

picture, called the Kitamae-bune, "Northbound Ship", are trade ships linking these two

regions. These trade ships were used from the 17th century to the turn of the 20th century,

engaged in transporting not only abundant products but also valuable information.

The picture of these ships symbolises the pioneer spirit of our bank. Today, our bank keeps

alive this spirit of challenge and innovation, as manifested by the broad scope of our banking

activities.

THE HOKURIKU BANK, LTD.
Head Office: 2-26, Tsutsumicho-dori i-chome, Toyama, Japan Phone (0764) 23-7111

Foreign Department: 2-10, Nihonbashi Muromachi 3-chome, Chuo-ku, Tokyo, Japan
Phone (03) 241-7771 Telex 23604. 28660. 28649. Swift RIKBJPJT

New York Branch: Phone 212-524-9771 Telex RCA233763. WUI661390
London Representative Office: Phone 01-628-7699 Telex 894095

Hong Kong Branch: Phone S8101911 Telex 65910 RIKBK HX
Hokuriku Finance (H.K.) Limited: Phone 5-8101911 Telex 81770 RIKBH HX
Frankfurt Representative Office: Open December 1. 1989
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Hakodate owes its well-being to its position on the southern tip of the island, writes Roy Garner

intimately linked with its location
CITY officials in Hokkaido's

southern port city of Hakodate

are currently agonising over

which of four possible sites

they should choose as their

recommended station site for a

proposed Shinkansen bullet

train line connecting Aomori,

in Honshu, and Hokkaido's
capital city of Sapporo.

Should they heed the wishes

of 90 per cent of Hakodate’s

citizens and promote use of the

city’s present terminus station,

which would add 10 minutes -

a lifetime in Shinkansen terms

- to train schedules?
Or should they propose an

outer-city site, which would
allow the line to sweep
smoothly northwards towards

Sapporo, after emerging from

the newly-commissioned Sei-

kan tunnel, 30 miles to the

west?
The former option would

place the city more firmly on
the transport map. but the

more efficient outer-city site

could improve the chances of

the national government
approving the line's costly con-

struction in the first piace.

The dilemma is only the lat-

est example of how Hakodate's

fortunes have always been inti-

mately linked with its location.

The future began for Hako-
date in 1859, when the small

fishing town on the northern

shore of the Tsugaru Strait

was opened as a trading port

It soon grew to become Hokkai-

do's largest city - a status it

retained until the 1920s - and
numerous western-style period

buildings survive today as a

testament to the strong inter-

national maritime links that

were established.

Decline set in when Hako-

date's position as the primary

gateway to Hokkaido was chal-

lenged by airline services. The

The latesf problem to

have ills toe city was
toe opening, in March
1983 , of toe Seikan

under-sea rail tunnel

situation worsened when the
city's shipbuilding business -

a principal employer - was
virtually wiped out during the

recent industry-wide slump. A
concurrent decline in the fish-

ing industry added to the
employment woes.
The latest problem to hit the

city was the opening, in March
1988. of the Seikan under-sea
rail tunnel. Although the new
rail link to Honshu (which,
though designed to handle
Shinkansen services, currently
carries only conventional
tracks; is now proving the opti-

mists right in bringing greater
numbers of travellers to the

city, the simultaneous suspen-

sion of the historic Hahodate-

Aomori ferry service created
widespread apprehension
among the seafaring town's
320,000 population, who fear

that trade will by-pass Hako-
date and gravitate towards
Sapporo.
Mr Shigeki Salto, director of

the planning department of
Hakodate's city office, pointed
to another difficulty related to

Hakodate’s location: “Hok-
kaido has previously been
developed outward from the
central city of Sapporo, so this

extreme southern area is hand,
icapped by an inadequate road
system."
With no likelihood of a road

tunnel to Honshu being built
in the foreseeable fixture, the
planners' attentions are turn-
ing, somewhat desperately, to

the promotion of such alterna-
tives as car train services
through the rail tunnel, and
the introduction of a one hour
jet-foil service to Aomori.
These initiatives are being

coordinated within a regional
promotion scheme which
defines northern Aomori pre-
fecture, centred on Aomori
city, and southern Hokkaido,
centred on Hakodate, as a
regional bloc.

Success in consolidating this

theoretical north Honshu-south
Hokkaido axis hinges on per-

suading the government to

extend the Tohoku Shinkansen
fine from Tokyo, which cur-
rently ends at Morioka, in
Iwate prefecture.

The Morloka-Aomori exten-
sion is currently, however, in
third place on the govern-
ment's list of Shinkansen
expansion priorities.

Mr Saito comments: “Trans-
portation questions are at the
centre of our planning activi-

ties, but we realise that it will

be five or six years at least

before the Shinkansen reaches
Aomori.
“We might then be able to

prepare the infrastructure for
an extension through the tun-
nel within another two or
three years. But all of this is

contingent upon highly politi-

cal, budgetary, decisions of the
central government."
The bright spot in Hako-

date's future is tourism. It is

one area In which the desired
regional axis seems to be mate-
rialising, as weekend trippers

from Aomori increasingly take
the 150 minute train ride (it

used to be a four-hour ferry

journey, across often stormy
seas) to Hakodate.

Arrivals from Tokyo are also

on the increase, helped by the
recent start-up of Japan Air
Lines flights, supplementing
the existing services of All Nip-
pon Airways.
There is plenty for these

tourists to see: a magnificent

city panorama can be enjoyed
from Mt Hakodate, reached by
a state-of-the-art 125-passenger
ropeway, antique trams still

wend their way between a
range of Meiji-perlod buildings
hard to match anywhere else
in Japan; and the city boasts
the famous Goryokaku west-
ern-style fortress, site of the
last major battle of the Meiji
Restoration.

Decline set In when
Its position as the

gateway to Hokkaido
was challenged by
airline services

Of particular note is the
recently-opened Bay Hakodate
development, in which some of
the harbour's oldest red-brick
warehouse buildings have been
skilfully converted into sophis-
ticated restaurants and arts
facilities. The port develop-
ment plan also includes the
improvement of facilities for
handling cruise Ships.
Tourism will not however

meet Hakodate’s future
employment needs. Direct
earnings in the sector reached
an estimated Y80bn in 1988, up
from Y60bn in 1986, but this
compares with Y231.6bn attri-

buted to manufacturing indus-

tries and Yi,087bn from gen-
eral commerce. With local

industry still largely in decline,

it cannot be expected that tour-

ism will make up much of the
expected future shortfall

Projections concerning Hak-
odate's future manufacturing
earnings - the sector is expec-
ted to provide 163,700 jobs and
earnings of Y454_2bn by 2000 -

also appear optimistic in view
of the current pom: investment
climate.
High-technology industries

are supposed to be leading the
area’s regeneration, but a
'technopolis' high-tech indus-
try park recently opened In
Hakodate has met with a disap-

pointing response. Only one of
the 20 companies to move in,

Nippon Denpa Kogyo, is a
large employer, now providing
400 jobs. Most of the new ven-
tures require between 10 and
20 employees.
But the mood in Hakodate

remains upbeat Bay Hakodate
restaurant manager, Mr Yosh-
ida Koichi, reflects that “old
people, in particular, thought
that the closing of the ferry
service, and the opening of the
new tunnel, spelled the end for

the city, but there’s more confi-

dence now.”
This confidence is also seen

in Hakodate's new designation
of itself; it will now be referred
to as an “International tourist
dty."

It’stakenus

millions ofkilometres

to gethere.

We’re ANA.

The ninth largest airline in

the world, with over 30

years' experience, and it could be youVe never heard of us.

Last year alone, however 27 million passengers

thought highly enough of our service to fly ANA.

Many of them travelled in the comfort of our new

747’s, arriving relaxed and ready for business atthe growing

number of destinations we serve worldwide.

Including, now, the UK. With four flights weekly

between London andTokyo, three ofthem non-stop.

A better way for you to travel to Asia.

And within Japan, ANA can also connect you to 30

cities with 500 flights daily.

We can even provide accommodation through our

international network ofluxury hotels.

ANA is, we know, a new name in the UK.

Try getting to know us.

We'll go a long way to serve you.
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All schedules are subject to change without notice.

TOR RESERVATIONS OP MORE INFORMATION. CONTACT: ALL NIPPON AIRWAYS, ANA HOUSE, 6*8 OLD BOND STREET; LONDON WLX 3TA. TELEPHONE:0M95 7667.OR YOUR TRAVELAGENT

Model success: Hlroyukl HettorJ, who with former graduate

school colleagues set up a software company, standing boakta

a sculpture by Isamu Noguchi, the famed Japanese-American
sculptor, at the company headquarters In Sapporo

BUSINESS GUIDE
"

A retreat from
the urban
nightmare

INTRODUCTION: By the
standards of a densely-packed
country like Japan, Hokkaido
can seem both remote and spa-

cious. In the rest of Japan, peo-

ple joke about its tough cli-

mate and brief history. But for

all these reasons, Hokkaido
tries that bit harder to attract

outside business.

Getting there: The only
direct international flights to
Hokkaido are from Seoul,
South Korea. Other interna-
tional travellers must go via
Tokyo, transferring from Nar-
ita international airport to
Haneda domestic airport, a
journey of 90 minutes. How-
ever, there are frequent flights

from most major Japanese
cities to Sapporo. Arrival is at
Chitose airport, from which
Sapporo is best reached by a
30-minute train journey. Alter-
native forms of travel are only

wetter - than the rest of th
country, and the visitor shouii
arrive well-prepared, The firs

snow usually falls in late Octc
ber and lasts until April, an
temperatures drop well beloi
freezing. Summer tempers
tures reach 25 deg C, and wtr
ter -10 deg C. But the cliraat
also oilers its compensation!
Autumn visitors may enjo:
splendid foliage (best in iat
September, early October!, am
spring brings fresh colour
(mid-May). Winter visitor
should time their visit to coir
cide with the Sapporo snot
festival in February.
Communicating; Les

English is spoken in Hokkaidi
than in business centres such i

Tokyo and Osaka, though .

considerable effort has beei
made to put up bilingual sign
in public places and on publi
transport.

By too standards of a densely-packed country
like Japan, Hokkaido can seem both remote

and spacious

for those with time to spare:
the train from Tokyo to Sap-
poro takes 17 hours (but offers
the bonus of passing through
the world's longest under-sea
tunnel, the 50 km Seikan).

Visiting Hokkaido: Sapporo,
a city of 1.6m people, is the
commercial and political cen-
tre of Hokkaido, and is the nat-
ural Jumping off point for visi-

tors. It baa all main services,
including several high class
hotels, and is where the
island’s leading banks, com-
pany headquarters and govern-
ment offices are to be found.
New Otani oil 222 nil
Grand Hotel 011 261 3311
Hotel Alpha Sapporo 011 221

2333
Getting around: Sapporo has

an excellent subway and sub-
urban rail system. There are
also bus and taxi services.
Other parts of the island can
be reached train, bus or by hir-
ing a car (for which an interna-
tional driving licence is
needed).

Travel agencies can arrange
most travel needs. American
Express (251 0057) has an office
near the large hotels, and has
English-speaking staff.

OB Japan Travel Bureau
011-241-6201

B Nippon Travel Agency oil
231 4171

Climate; As the most north-
erly of Japan's islands, Hok-
kaido is cooler - and at times

Hotels usually b
two people who
English, so the cast
need not feel com
However any serio
discussions requi;
vices of professii
preter agencies.
a IAY 011 281 5188
& EC International
Sources of infer:

Hokkaido govern
other agencies have
grammes to promo
ply of information a
for businessmen.
E Hokkaido Govei
231 4111
B Sapporo Bureau
tionai Trade and L
231 1151
B Federation of
Chambers of Com
Industry Oil 231 in

Leisure: in the e
Susuklno district
just south of the
area is the place to
mg a reputed 4,50
restaurants, it cate
tastes. There are aj
and a concert haJL

Visitors in the st
time to spare shoiilt
of the island’s mai
parks, renowned
mountains and iaj
the winter should g9 Hokkaido TourL
two 0U 231 4ui

David Lascelles


